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Evidence taken at the first meeting- of the Public Accounts 
Committee held on Monday, 12th August 1929,' at 11 a. m. 

Pbesent : 

(1) The Hon’ble Sir Gteoege Schuster. 

(2) Mr. T. A. K. Shervaot. 

(3) Mr. B. Das. 

(4) m. S. C. Mitra. 

(6) Kumar Ganganaktu Sinha. 

(6) Maulvi Abdul BIatin Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir Frederic Gauntlett, Auditor General. 

(11) hir. J. E. C. Jukes, Controller of Civil Accounts. 

(12) hir. 0. A. Travers, Accountant General, Central 

Revenues. 

(13) Mr. A. C. Badenoch, Director, Commercial Audit. 

(14) Mr. B. Nehru, Deputy Auditor General. 

The Hon’ble Mr. E. Burdon, Financial Secretary, Witness. 

Chairman. — The first document that has generally been considered is the 
Resolution of the Finance Department. I hardly think it is necessary that I 
should read this paragraph by paragraph. The best thing will be j st to go 
thrcugh it and let me ask whether any members have comments to make. Is 
there anything to be said on paragraphs 1 or 2 ? 

1. Mr. Neogy . — ^Paragraph 1 refers to an epitome which the Auditor 
General has prepared on the basis of the Reports of the Public Accounts Com- 
mittee. I at least have not seen a copy of that. 

Sir Frederic Gauntlett. — That is now in the p ess, Mr. Neogy. It was com- 
pleted during the course of the cold weather and the final proofs have been sent 
to the press. 

Mr. Roy . — ^Wi'l it be given to all the members of the Legislature or 
only to members of this Committee ? I have seen a draft copy and thinlr it 
will be very useful. May I suggest that it should be given to every individual 
member of the Legislative Assembly % 

Mr. Burdon . — ^I have no objection. Any member of the Assembly who. 
chooses to have a copy will be supplied with one if he will apply to me. 
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The members of the committee will automatically get a copy each. 

2. Maulvi Abdul Matin Chaudhimj. — ^Paragraph 2. This paragraph says 
that there is no general tefidehcy to overestimate votdd expenditure. I do ndt 
think that our remarks in paragraph 7 of the Eeport warrant this conclusion. 
"Wiiat we emphasised last year was that there was no deliberate tendency to 
overestimate. 

Chairman . — That is quite a justifiable observation, and I agree that it would 
be more accurate to say that there was nb genetdl tendency towards deliberate 
over-estimation. 

3. Mr. Neogy. — Paragraph 3. May I know whether the Government’s 
intention is to place these belated demands before the Assembly only if time 
permits ? Should these not be fitted in somehow ikto the Assembly pro- 
gramme ? 

Mr. Burdon. — The intention is this : that on evbry occasion when we get 
the material in the Finance Department we will apply to the Legislative 
Department for a day to be given to us : but it is conceivable that the tiegis- 
lative Department may say that there is n'o b&eidl day left. The Finance 
Department will on every occasion apply for a day. 

Sir Frederic Gauntlett. — If no day could be found for tliosc grants in the 
Assembly, the Public Acc'bnSits Cbhiiniltee would probably be fe'ced \tith a 
large number of excesses over 'grants which thby Would be ckllcd upon to e3cj)ress 
an opinion upon and the Committee could then say that a gr\ at deal of it might 
have been ^.voided if the Government had granted a day for the passing of the 
Bupplem'entary demands. 

Mr. Roy. — The main function of the Assembly is to pass Bills and 
vote grants and I thinlc that the Government of India ha've taken a Very cisual 
view of the matter ih paragraph 3. The Public Acebunts ComiUittee would be 
right in making a fresh representation to the Governor General in Counc.l and 
sa'yin'g that opp6rtUnitie's must be found during the S'ession for the diScUssion 
bf Ull ‘su;^]^lementary grants, as the voting of grants was the primar}'’ fimction 
of the Assehibly. 

Sir Frederic Gauntlett . — I agree that it would be an eminently proper re- 
mark for the Public Accounts Committee to make, and suggest that cne day 
Should be fixed hpSrt for supplementary derUands only. 

Mr . Burhon. — iliis is done but the difficulty arises with grants coming in 
late at the last moment. 

OMirinan. — I agree with ‘the view of the Committee that the Finance 
D0|)art3n'0rit mUst not accef)t from the Legislative Department a ‘Statement 
that time cannot be found for presenting supplementary demands. 

Mauhf) MoTmmniUd YaJeub. — Paragraph 7. I want to kUow if the 
refottiis inkugUTated In 'Calcutta hnd Borribay ds regards Customs receipts 
have be'en extended to Other pOrts. 

3Ir. Burdon.— The matter is still under consideration as it involves a large 
a'i'Ount'Of nkpenditiife ; T tpropo’Se to discuss the matter nt a fairly early date 
with the offichf On hpfeoiffi'dUty. 
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As regards tlie other outstanding items referred to in this paragraph one 
was to have defined the position of the financial Adviser^ hlilitary Finance, in 
matters relating to military finance, >^nother was the question of the communi- 
cation to Audit through the Finance Department of orders of administrative 
departments, so that Audit might know in all cases, w'here expenditure had 
been sanctioned, that it had been done with the concurrence of the Finance 
Department who would thus, in all cases, perform their special function of 
seeing that expenditure was regularly incurred. In regard to these, orders 
have been issued on each and every point. 

Mr. Roy. — ^Does the Finance Department consider the present system 
of check of receipts to be satisfactory ? 

Sir Frederic Gauntlelt. — The primary cause of the appointment of Mr. 
Rajagopalan to investigate the system of accounts and audit was a comment 
made by the Public Accounts Committee two or three years ago to the effect , 
that the audit and accoimting arrangements reqmred further scrutiny. 

Mr. Burdon. — The position is that the further scrutiny has not yet been 
finally completed but that it is going to be completed as early as possible. 

5. Mr. Burdon. — ^Paragraph 3. A resolution on the matter, which has 
been accepted by the Auditor General and by all Departments of the Govern- 
ment of India and which embodies the principles recommended for adoption by 
the Publie Accounts Committee will be issuing in the next week’s Gazette. 

6. Mr, Abdul Matin Qhiudfiury. — ^Paragraph 10. May I know under what 
provisions of the Indian Telegraph Act such a concession was granted. 

Mr. Burdon. — ^The only answer I can give is that to the best of my know- 
ledge the power of the Government of India to give the concession has not been 
challenged in audit, though the Auditor General has Imown about the whole 
matter at any rate since the last session of the Public Accounts Committee. 

Sir Frederic Gauntlett. — For years past I have acted upon a pronouncement 
of the Legislative Department many years ago that Government as 'Government 
outside statute altogether had an inherent right to waive a Receipt, and that 
pronoimcement has been queried in the Legislative Department itself within 
the last two or three years. "ViTiether the doubt has ever yet been set at rest, 
I, as Auditor General, have no knowledge. Therefore my position as Auditor 
General is very difficult with regard to this question. I do not yet know what is 
the legal pronoimcement on the question by the Government. There are 
apparently two legislative opinions which contradict each other. 

Chairman. — ^Are you confining it to the legal aspect of the matter ? 

Sir Frederic Gauntlett. — I might query it as a matter of policy as well, but 
with regard to the interpretation of the statute, it has always been my practice to 
attach very great weight to the opinion given by the Legislative Department 
and to the opinion of the responsible Legal Advisers of the Government, but I 
have reserved to myself the right as an Auditor to ask the Secretary of State 
to obtain the highest possible legal opinion, that is, the opinion of the Law 
Officers of the Crown. That is my position at present. In the case of legal 
interpretations I am obliged to attach very great weight to the opinion expressed 



4 


by the Legislative Department. Mr. Juices tells me that be thinks there is a 
pronouncement of the Secretary of State on this point. The whole question 
requires threshing out. 

Mr. Roy. — ^What is the nature of the pronouncement ? 

Sir Frederic Gauntlett. — remember the despatch of the Secretary of State. 
The whole question of the right of the Government of India to waive revenue 
raises the question whether the Secretary of State reserves power to himself. 
As I said, I remember the despatch of the Secretary of State. The question 
which was raised there was whether it could be done by the Government of 
India without reference to the Secretary of State, and he said that in casual 
cases he would allow the Governments in India to exercise their right, but that 
there should be no important change of policy without his sanction. It was 
a general question, and the legal question was not raised then. 

Mr. Roy. — The particular question is this ; Has the Governor General any 
right to waive any claims ? 

Sir Frederic Gauntlett. — I, as Auditor General, would be very glad to see a 
very carefully considered opinion on that point. 

Mr. SJiervani. — If any pronoimcement has been made on the point, may 
we know what it is ? 

Sir Frederic Gauntlett. — ^My recoUection is that up to a year or two ago the 
view that held the field was that expressed by hir. Maepherson when he was 
Secretary in the Legislative Department. He expressed the view that Govern- 
ment as Government had an i^erent right to waive revenue even though the 
Government raised revenue through the operation of the statute. As I said, 
about two or three years ago Sir. Graham on another file expressed a view 
which seemed to differ from that which had been expressed by Sir. Slacpherson. 
I remember at the time asking the Legislative Department if they could recon- 
cile the two views, and so far as I know, I have never yet received a reply. 

Chairman. — The legal pomt is no doubt important, but, since the pro- 
noimcements which you refer to, a good deal has been done in clearing up the 
principles on which the Government carries on its commercial departments ; 
it seems to me that tliis is a practical point. 

Mr. Das . — The poiat that was very much in my mind last year 
was the question of grant of free railway passes to contractors. (The Auditor 
General at tliis stage observed that the Committee were taking up a lot of 
time on a comparatively unimportant individual case.) 

Chairman. — The Committee made a recommendation which the Govern- 
ment of India has taken note of and has really endorsed. 

ilfr. Miira. — T(Tiat we want to Imow is whether it is a right claimed by the 
Government of India as an inherent right or it is a right claimed under some 
laws or rules. 

Mr. Burdon. — ^I will find out what the position is. 

7. Mr. Burdon. — ^Paragraph 11. The rules have been published. 

Mr. Neogy. — ^May we have a copy of those rules ? 
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Mr. Burdon. — I agree to circulate* these mles to the members of the Com- 
mittee. 

Mr. Neogy. — ^May "we have a copy of the Burma rules also 1 

Sir Frederic Gaunilett. — Those rules were framed on account of embezzle- 
ments in the Burma Treasuries. 

Mr. Burdon. — ^When-the first embezzlement in the Burma Treasury came 
to their notice, the Government of India wrote to the Government of Burma 
and when there were further embezzlements, His Excellency Sir Charles limes 
took up the matter very definitely and the Burma Government made certain 
arrangements in "regard to the training of officers, in regard to impressing upon 
officers the seriousness of these embezzlements and also in regard to the postiag 
of officers, the selection of officers for Treasury work, and finally in regard to 
the inspection of Treasuries. That was all done entirely on account of a 
particular set of circumstances. 

Kumar Ganganand Sinha. — AVhat about the disciplinary action by the 
Government of India in such cases ? 

3Ir. Burdon. — ^Vhere a local Government is performing agency functions 
for us, we must leave it to the local Government to decide what should be done 
with regard to their employees through whotn they carry out the work for us. 
AVe cannot assume the right to say to a local Government that they shall punish 
such and such a Treasury Officer in such and such a way. AVe must assume 
that the local Government will assume a proper standard in these things. 
That at any rate is the conclusion which the Government of India have come to. 

Maulv Mohammad Yakub. — Is there any provision for the training of 
officers in other provinces ? 

Sir Frederic Gauntleit. — In the United Provinces where separation has 
been experimentally efi[ected, the Treasury Officers now form part of the 
self-contained cadre of the Proviucial Accounts Service. Some of the Deputy 
Collectors who had been Treasury Officers for a long time were brought into 
the service, but the work is gradually being taken over by the newly 
constituted Provincial Accounts Service so that it becomes a tech- 
nical body of officers, some of whom are employed as Treasury Officers, 
some as Pay and Accounts Officers, and then they rise to their highest grade. 
In other provinces, I think certainly every member of the I. C. S. has a period 
of training in Treasury ; so also I thinlc every member of the P. C. S. has a 
period of training in Treasury. 

Maulvi Mohammad Yakub. — Taking the lesson of Burma embezzlements 
have you issued instructions to take precautionary measures in other provinces 1 

ilfr. Burdon. — The circumstances in Burma were altogether exceptional. 

8. Maulvi Mohammad Yakub. — ^Paragraph 12. AA^ere the observations 
made by the Committee transmitted to the officers in charge and were they 
carried out by them 1 

Mr. Burdon. — I think this is a point for the representatives of the Indus- 
tries and Labour Department to answer. 
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9. Sir Frederic Gauntlett. — Paragraph 13. Action has already been taken, 
and automatic arrangements have akeady been introduced by means of some 
specific entry in Audit Registers so that the Auditor shall knoTV at once when a 
sanction ceases to operate. 

Mr. Shervani. — IVhat about other departments ? 

Mr. Burdon. — Please see the remarks against Appendix A, item 11, of the 
Military Appropriation Accounts showing to what extent the recommendations 
have been complied with. 

10. Mmlvi Mohammad Yakub. — ^Paragraph 15. Has the examination of 
the question of quinine taken place 1 

Mr. Burdon. — ^It is still in progress. The production has been diminished 
for the time being. The Education, Health and Lands Department will be 
able to give information about this, but I do not think they are likely to give 
anything conclusive, because one of the recommendations of the Royal Agri- 
cultural Commission is that the production of cinchona should be 
taken over by the Central Government and that raises very difficult questions 
indeed. Cinchona is not a monopoly lilce opium. But if the Government of 
India were to take over the plantations and the factories which are 
now run by Madras and Bengal, the Government of India would 
have to do what the Provincial Governments are now doing for its cultivation 
and manufacture. It is merely a pioneer industry which Government has 
undertaken in order to prove that it is commercially practicable and also be- 
cause Government requires very large stocks of quinine, but there is no reason 
whatever why any private individual should not start growing cinchona. 
In practice, however, it is only the Government which grows it. 

Maulvi Mohammad Yakub. — ^You won’t prohibit anybody from growing it 1 

Chairman. — No, not at all ] Government would only be very glad if private 
enterprise took it up. 

11. Kumar Ganganand Sinha. — Paragraph 10. I should like to Icnow on 
what lines would the Auditor General modify the accounts as mentioned in 
this paragraph. 

Sir Frederic Gauntlett. — I think I mentioned it to the Conuuittee last year* 
Several years ago I spent several months in going through the accounts of every 
province and in cutting down the heads to the absolute miniiniun, but ever 
since the Reforms every province has insisted on having more and more 
detailed heads, and I am not sure that the Government of India does not 
adopt the same attitude. I can cut down as many detailed heads as I like, 
but the number of heads must eventually be governed by what the pro- 
vinces require. 

12. Mr. Das. — Paragraph 17. Inconvenience is caused to members 
by the non-receipt of the various administration and other reports in time 
to understand the appropriation accoimts 

Mr. Burdon. — These reports are innmnerable and it is not everybody 
who wants them. ^Ye could circulate lists showing the administration re- 
ports available and each member of the Committee could mark what he. 
requires and send back the list and we could then send the reports required. 
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13. Mf. MiitdL. — ^Appendix II, item 1. How is it that it is stilted id the 
" Remarks ” column that “the separation of the legal union between the Chtirclf 
of England and the Indian Church will not take place till September 1930,” 
while in the previous year’s report it was stated that the Act had been-passed" 
in 1928. 


Sir Frederic GduntleU . — ^What Happened was that the measure was phssHd 
M' EiiglaM' blit ihost of tHe provisions ha'd efie’ct ftbih serhe dhte which' 
called the date of severance and it was left to tHe Government to Hx the date* 
of severance within a period of two years fromi a specific datel This date 
given here — September 1930 — I presume, is the date fixed by the Government 
of India. 


14. Mr. Neogy . — Item No. 4, ibid. 
Auditor General ? 


Whht are thd recommehdatibns of the 


Sir Frederic Gauritlett. — ^Sly recbmmendations are that we should inttbduce 
a scheme of audit on the company liues which is practically the same as the" 
scheme of audit wluch has been worked out for appHcation on the State lines 
after separation. My view is that there is no reason whatever why I should 
not apply exactly the same form of audit to company lines as we do to State 
lines' and the whole of my recommendations are basbd oh that' fundamental 
principle; Regarding the scheine of audit; on Staie’ lines' v/e have the recom"' 
mendations of Sir Arthur Eicldnsbh. I'Hese H'dve been slightly ihodifife'd 
by ifiyself a'nd I might say, in' almost every directioni I Have applied a slightly 
fim'ailef audit than’ Sir Arthxir Dicldnson Had recommended and dfter 
very careful consideration, I have worked o\it what I regard as' an adequate' 
B'cheme of audit oh railways under present conditions. The c'onclitions oh 
company lines are certainly not better than on the State lines and therefore 
the same scheme of audit shoiild apply to company hnes. That is the 
fundamental principle of aU my recommendations. The recommehdatio'ns" 
are merely to obtain the estabhsHment' which I deem to be nbCeSsar’y to 
^ve efiect to that general view. 

Kumar Ganganand Sinha. — Have the Directors of the companies accepted 
that ? 


Sir Frederic GauntletL—1 doubt whether it is necessary to consult them. 
It is the Fmance Department which is now considering these proposals. 

Mr. Neogy. — ^ilay I know what stage hhh been reached in the co'hsictefa'-' 
tion of this question ? 

Mr. Burden. — ^It has reached the Financial Secretary. I have not yet 
had* time to take it up; it is an exceedingly Hea'vy file. It involves 5 or 6 lakhs 
a year and I want to go through the thing very carefully. Moreover’ iUd 
Financial Commissioner was ill and "was in hospital' and he' has just come out. 
It was my intention to talk over the' mattet With Him before' I camb to a' 
final conclusion. 

Sir Frederic Gaunilett.—l think they have accepted the principle. I am 
not quite certain how far they have accepted the establishment ■which I deem 
to be necessary to give- effect to the principle.' 
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Mr. Burdon. — I think that the whole matter will be dealt with before the 
end of October. 

16. Mr. Burdon. — Item No. 20, ibid. I thin k very much the same considera* 
tions apply here as I have mentioned on an earlier occasion. I do think 
it is very desirable indeed that they ought to have some local office doing 
accounting and internal check and the present proposition is that an office of 
the old type should be set up — a local office in the Andamans to assist the 
Chief Commissioner and it would be imder the A. G. C. R. 

Sir Frederic Gawitktt. — ^My idea is that Mr. Srinivasa Eao who has gone 
out in connection -svith worldng out a scheme for Shan States should go out 
to the Andamans. 

Mr. Burdon.— I will certainly agree to that. 

Mr. Roy. — What will be the expenditure involved ? 

Mr. Burdon. — cannot tell you that ofihand. It will not be a very large 
item. 

Sir Frederic Gaunilett. — ^Both the Home and the Finance Departments have 
accepted the principle and it is only the workmg out of the details that remains. 

16. Mr. Burdon. — Item No. 23, ibid. The reply of the Secretary of State 
is this, “ I have considered in Council your despatch on the subject of secret 
service expenditure and I approve of your proposals 

(Mr. Burdon read out important portions of the proposals and said that 
as the Secretary of State’s reply was only received last month detailed rules 
have not yet been framed. The Committee satisfied itself by eliciting from 
Mr. Burdon that it was only very high officials that certified the expenditure.) 

17. Mr. Burdon. — Item No. 25, ibid. That has been agreed to and does 
not require any comment. 

18. Mr. Burdon. — Item No. 27, ibid. The permanent Budget Officer has 
got these papers under consideration. He has not been able to go on with 
them as fast as he wanted to. 

Chairman. — ^I have also got a great many points to settle in connection with 
the Provincial Loans Pvmd. 

19. Mr. Burdon. — Item No. 39, ibid. A complete reprint of the C. S. R. 
has since been issued. I should like to explain to the Committee that amend- 
ments to the C. S. R. are now published in the Gazette in the form of reso- 
lutions because the rules are statutory rules and correction slips are then issued 
by the press to the subscribers who are on the list of subscribers to the C. S. R. 

20. Mr. Burdon. — Item No. 40, ibid. The information asked -for by the 
A. G. C. R. was furnished to him on the 25th June 1929. 

21. Mr. Burdon. — Item No. 1, Appendix III. This matter has been con- 
sidered by the Government of India, I think in Coimcil, and the definite conclu- 
sion arrived at was that it is impracticable to withdraw from the existing in- 
cumbents any privileges allowed by the existing rules. You caimot take away 
the vested rights of existing incumbents. Further, the decision was that no 
step should be taken towards the alteration of the leave rules of the AU-India 
Services. It was considered that this was a matter which should be taken up 
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later on when it was known what was to happen to the AH-India Services. It 
was also stated that the Finance Department should he at liberty to devise 
special leave terms to govern the men recruited in future for the Governor 
General iu Council’s services. As a result of this order of the Government, the 
Finance Department formulated certain proposals which were considered ap- 
propriate to the case of public servants serving in their own country 'as it was 
considered that future entrants into the services mentioned would probably be 
all mostly entirely individuals of Asiatic domicile. These proposals were dis- 
cussed at the Conference of Financial Representatives of the Provinces held in 
November 1928 and it was decided in the conference that the Government of 
India should initiate action in the matter by referring officially to the various 
Local Governments their proposals on the subject. The Local Governments 
were addressed on the 28th January 1929 and so far we have received repHes 
from the Governments of Bombay, Bihar and Orissa, the Central Provinces 
and Burma. The position which the Government of India took was that they 
really must act in concert in this matter with the Local Governments as the 
Local Governments and the Government of India in respect of these services 
are competing in the same field for suitable candidates. It is a question of 
cutting down the leave rules very considerably indeed and it can only be done 
for future entrants and we are trying to arrive at a solution simultaneously with 
the provincial Governments in regard to provincial employees. 

Mr. Roy . — ^You do not know what the conditions of service are in the 
provinces. If you have a complete ministerial form of Government in the 
Punjab, for instance, they will decide the question of recruitment, leave rules 
and pensions and the Government of India will have no liabdity. It will be a 
waste of time now' to deal with this. 

Mr. Burdon . — ^At any rate we have formulated certain principles whose 
basis is to- get leave terms appropriate to the case of public servants serving in 
their own country. What it really boils down to is this, an annual holiday of 
a month with liberty to accumulate, but with certain provision for szck leave 
in addition. That is the real basis of the whole matter. 

Mr. Roy . — ^All the provinces may not be of the same view as to the 
conditions of service. I am surprised that you were able to get the provincial 
Finance Members to agree to an initiative by the Government of India. 

Mr. Burdon . — The Local Governments have commumcated that they are 
ready to follow on the same lines as we do. 

Maulvi Mohammad Yahub. — ^Y^ould it not be useful to have umform rules 
for aU the provinces ? 

Sir Frederic Gauntlelt . — ^Nobody can force rmiformity upon Local Govern- 
ments. I do know from my owm practical experience the very great 
trouble that is caused, for instance, because each province has framed^ its 
own travelling allowance rules and a man travelli n g from one province 
to another finds it almost impossible to know what the travelling allowances- 
are in each pro-vince. These thing s are very troublesome. At first Local 
Governments were so proud of obtaining some little power that they showed 
their power at once by making rules wdthout regard to uniformity. I am sure- 
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tLattlie Local Gk)veniments will find in many directi6fis tliat nnifornfifiy is 
desirable. They all desireto gd oS on tb6ix own at first but I hope they 
6onie back to uniformity at tbe end. 

22. Mr. Burdon. — Item Fo. 2, iUA. A memorandum bas been circulated 
to tbe members of tbe Committee and it will be found in Appendix VI. It was 
issued witb tbe concurrence of tbe Auditor General in India. 

23. Sir Frederic GauntleU. — Itefii No. 3, ibid. I have raised tbe question in 
sny comments tbis ^ear wbetber in tbe light of tbe Secretary of State’s latest 
orders on tbe subj ect tbe reserve serves any usefdl purpose at aU. In fact, there 
bas to be a supplementary grant wherever tbe money is speiit unless money 
can be found by reapptopriatiofi within that grant. 

Mr. Roy. — ^He does not like tbe idea of tbe Fund ? 

Mr. Burdon. — It requires an amendment of tbe Act. Tbe Secretary of 
State bas raised no objection but merely says that it requires an amendment of 
tbe Act. Tbe Act will have to be amended in respect of many matters. 

Sir Frederic Gauntlett. — ^All that I suggest is that tbe law being what it is 
at present, tbe reserve serves no purpose. 

Mr. Burden. — ^In regard to tbe point which tbe Auditor General bas raised, 
we propose to send him a reply very soon. I do think, as a matter of fact, that 
there is something in our previous practice which requires to be corrected. I 
should like to consult tbe Auditor General about it and I will do so depart- 
mentally. 

24. Sir Frederic Gauntlett. — Item No. 4, ibid. Tbe position witb regard to 
tbis item is tbis. In tbe bgbt of tbe various comments which were made at tbe 
Conference, I have addressed every Accoimtant General and asked him to con- 
sult tbe Local Government witb regard to tbe rules as a whole and tbe specific 
Comments of tbe Conference and to obtain the views of tbe Local Government 
and of tbe Accountants-General on tbe detailed proposals. Tbe rules were 
accepted in principle but comments were made on some' of tbe rules which re- 
quire more detailed consideration. 

Chairman. — At any rate, that is proceeding as far as it can ? 

Sir Frederic Gauntlett. — ^Yes, tbe initiation of tbe rules bas already been 
done. 

25. Mr. Burdon. — Item No. 5, ibid. Tbis bas already been dealt witb. 
See remarks on paragraph 7 of Eesolution No. D.-1407-A., dated tbe 7tb 
May 1929. 

26. Mr. Burdon. — Item No. 6, ibid. Tbis is a matter of some importance. 
At any rate, it is part of a rather larger matter which is of some im- 
portance in which I have been very much interested. You know that for many,- 
many years, on tbe Army side, there bas been a provision in tbe preamble to the 
Koyal warrant of pay which gives authority for tbe stoppage of pay and allow- 
ances to secure recovery of any public claim, debt or disallowance. On tbe 
Civil side, apparently, we have not got anything of tbe kind, and steps ar-e now 
being taken towards that end. It has not led to any great practical difficulty 



11 


in the past, but it is desirable that there should be a similar provision on the 
Civil side as there has been on the Army side for years, and I am trying to bring 
the matter to a head as soon as possible, 

27. Sir Frederic Gauntlclt. — Item No. 7, ibid. This has been settled. 

28. Mr. Burdon. — ^Item No. 8, ibid. The Secretary of State has defetred 
consideration. 

29. 3ir. Burdon. — Item No. 9, ibid. A draft Bill is under consideration. 

30. 3fr. Burdon. — Item No. 10, ibid. This has been postponed. 

31. 3Ir. Burdon. — Item No. 11, ibid. This has been referred to the Statu- 
tory Commission. 

32. Chairman. — -Item No. 12, ibid. — ^Thc Industries and Labour Depart- 
ment deal with this. 

33. Mr. Burdon. — Item No. 13, ibid. This has been postponed. 

34. Sir Frederic GauntleH. — Item No. 14, ibid. This question was taken 
up at the Conference of Accountants General and discussed in considerable 
detail and the general view at the Conference was that the earlier closing of the 
accounts, which is one of the main objects we have in view, could only really be 
attained if for some adjustments at least we had a conventional year instead 
of the financial year. That question is being further considered. It involves 
of course very drastic changes in our scheme of accounts and mil certainly have 
to go to the Secretary of State. A minor question whether annual adjustments 
could be spread over a year bj’ quarterly or other instalmentsmaking the final 
adjustments at the end of the year is under consideration. I am not quite sure 
at what stage it is now. 

3Ir. Juices. — ^^Ve have got quite a number of these questions, I think 
the whole is now merged in the con.sideration of the general question. The 
conventional year would make the great majority of these unnecessary. 

Sir Frederic GauntleH. — ^'Ihc only real purpose of that of course is to give 
the controlling officers a rather clearer idea of their expenditmre from time 
to time. But if, in fact, the ccntrolling officers keej) a clear statement of 
liabilities and Icnow "what items have to be adjusted annually, they ought to 
be able to form their estimates just as carefully as the Accounting Depart- 
ment. We do not regard that as a matter of great importance. 

Chairman. — This is a very technical question. I sliould have a lot to 
say before you start choosing tlic conventional year. I do not think we need 
discuss it to-day. 

Sir Frederic Gauntlclt. — I only wanted to say that the question is under 
very active consideration, 

35. Chairman. — Item No. 15. ibid. This has been dealt with already; 
see Appendix V. 

36. 31r. Burdon. — ^Item No. 16, ibid. The Industries and Labom- Depart- 
ment will have to take that, 

37. Mr. Burdon. — Item No. 17, ibid. That is in suspense. 



12 


38. Mr. Burdon. — Item No. 18, ihid. TMs is also under consideration. 

39. Mr. Burdon. — Item No. 19, ihid. This is a Statutory Commission 
question. 

40. Mr. Burdon. — ^Item No. 20, ihid. This belongs to the Posts and Tele- 
graphs Department. 

41. Chairman.— Thsh finishes Appendices I to III which deal with the 
recommendations and the observations made by the Public Accounts Com- 
mittee in the past. What is the next thing that is usual to take ? 

Sir Frederic Gauntlett. — ^Annexure I is Railways ; Annexure II is also 
Railways, Appendix IV is a general statement which is always appended to 
this Report. 

42. Chairman. — That is printed for the information of the Co mmi ttee. 
We shall require a special day for the discussion of Appendix V. Has this 
been provided for ? 

Sir Frederic Gauntlett. — This could conveniently be taken up with the 
Pinance Department on the morning of the 24th. 

Chairman. — I suppose that will be the day. Shall we want aU those days 
for the Railways ? 

Sir Frederic Gauntlett. — ^Yes, Sir. It is the most difi&cult report of the 
year. 

43. Chairman. — Is Appendix VI to be discussed ? 

Sir Frederic Gauntlett. — There is no other time at which it could come in 
conveniently except now. 

Chairman. — ^Would the Committee like to discuss Appendix VE now 1 

Kumar Ganganand Sinha. — I was supplied with the papers only this 
morning. I would like to have a little more time. 

Chairman. — I quite agree with you. I do not know when we can fit 
it in. I do not Imow whether we shall have time to discuss ordinary matters 
flus those two important Appendices, V and VI. 

Sir Frederic Gauntlett. — If we get through the Railways before the after- 
noon of Friday, we might take these Appenices immediately after Railways. 
We can make an eSort to do it then. 

Chairman. — We, have got Saturday afternoon free on the 17th. We 
might keep that open for any emergency meetiug, if it suits the Committee. 
I would rather not because we have got a pretty stiff week, and by the time 
Saturday is reached at the end of this week, I shall have a lot of arrears to 
deal with in my office. I think it would be helpful if on Appendix V — on the 
question of the method of discussion by the Legislatme — ^we could have com- 
ments frorn members in advance; That will help to clear all our ideas and 
keep the discussion possibly down to two or three points. 

Mr. N eogy. — ^You mean any specific suggestions as to the procedure and 
not a general comment on the memorandum itself ? 
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Chairman. — tliink it will be a good tbing if we can get in advance specific 
suggestions on Appendix V. We might ask the same about Appendix VI, 
wbicb is not so important. We shall then Imow whether we shall have suffi- 
cient time. We might send out invitations and ask for suggestions. 

Mr. Burdon. — We might ask them to send in, after consultation, sugges- 
tions in regard to the matters dealt with in Appendix V and also to say whether 
they accept Appendix VI which has been drafted in consultation with the 
Auffitor General. 

Mr. Roy. — ^Are you satisfied with these rules. Sir Frederic ? 

Sir Frederic Gauntletl. — ^Thcy are practically based on my suggestions. 

Mr. Roy. — ^Then why are you worrying us about it 1 It is highly 
technical. 

Sir Frederic Gauntletl. — ^It is for this Committee to emmeiate the principles 
and to see that the principles are given adequate effect to. 

Mr. Roy. — But the principles have been enunciated in the Committee’s 
Report. You have carried them out. This is a very highly technical matter 
and this is the first time that we are going to have any rules. Why not we 
pass it 1 

Chairman. — ^Hcar, hear. 

Sir Frederic Gauntlett. — ^My advice is that you read through first and accept 
afterwards. 

Jlfr, Roy. — ^Mr. Neogy agrees with me that there is no use breaking 
our heads on that. 

Sir F ederic Gauntlett. — ^It has taken me nearly three years’ work to accu- 
mulate all the information to write that very brief memorandiun. 

Mr. Roy. — ^And you expect us in three days or three hours or three 
weeks to go through it ? 

Sir Frederic Gaunildt. — I expect you to shoulder your responsibilities. 
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Evidence taken at the second meeting- of the Public 
Accounts Committee held on Monday, the 12th August 
1929 at 2-30 p.in. 

Presisnt : 

(1) Tlie Bfon’ble Sir George Schuster, Chairman. 

(2) Mr. T. A. K. Shervani. 

{3) Mr. B. Das. 

(4) Mr. S. C, MitRa. 

^5) Kiunar Gaistganaot Sinha. 

(6) Maulvi Abdul Matin Chaudhury, 

(7) ]\b. K. C. Neogy. 

(8) Maulvi MohajVIMAd Yakub. 

(9) Mr. K. C. Roy. 

(10) Sir RredeRic GauntlEtt, Auditot' Geliera;!. 

{ll) llie HouTile Mr. R. Burdon, financial Secre- ‘ 

tary. 

(12) Mr. Jagat Prasad, Accountant General, Posts ■ 

.and Telegraplis. 

(13) Mr. T. Ryan, Secretary, Industries and Labour 

Department. f Were also present. 

(14) Mr. J. R. T. Booth, Joint Secretary, Industries 

and Labour Department. 

(15) Mr. M. R. Coburn, Pinancjal Adviser, Posts, 

and Telegraphs. i 

(16) Mr. B. Nehru, Deputy Auditor General. 

Mr. P. G. Rogers, Director General, Posts and Telegfapbs, Witness. 

44. Chamnan. — We have before us the Auditor General’s letter and I 
propose to go through that letter, not necessarily in the order in which the sub- 
jects have been dealt vdth there. The first paragraph to be dealt with is para- 
graph 3 of that letter, which refers to the general question of how the outstand- 
ing questions of previous reports have been dealt with. You will find a list 
in Appendix III of the Accountant General’s report. The examination of that 
fist certainly discloses that comparatively very little action has been taken or 
completed on any of these points. I should lilce to give members of the Com- 
mittee a chance of a, ■'king any questions arising out of the points raised in 
Appendix III. 

Sir Freddie Gauntlett . — We should like a statement from the witness as 
to what is the position on each of the important poiats which are outstanding. 

46. Mr. Rogers.-— 1 can give some information as to most of them. As 
regards No. (1), this is still under consideration but the case is practically ready. 
The Foreign and Political Department were invited to accept claims estimated 
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at' 2^ lakhs per annum, representing losses incurred by the Posts and Telegraphs- 
Department on the maintenance of facilities, chiefly Postal, wholly or mainly 
for political reasons. That department desiced to have further particulars of 
the individual claims in order that they may be able to consider whether any 
of the services could be either ieduced or discontinued. As a result of further 
investigations into the claim, a number of modifications were foimd necessary 
and in’ particular it was found that allowance had not been made for the recent 
incfeases in the pay of the department’s persoimel, in arriving at the losses on 
the maintenance of these lines. A complete re-examination of each line has 
now been carried out and although one or two minor cases are still under cor- 
respondence with the local ofl&cials, the revised claim is now found to amount 
approximately to Ps. 2,85,000 per annum and this claim is being furnished to 
the Foreign ehd Political Department who will be asked to accept liability for the 
total amomit of the annual losses in respe’ct of these amounts except to the 
extent to' which they may be able to abolish or reduce the services in question. 

Mr. Miifa. — ^In last year’s report we find a statement that the consi» 
deflation of the case is well advanced and it will be settled in two or three 
months. 

Mr. Rogers . — It is a very complicated case. We might see it through in 
three m'onths. 

Mr. Coburn . — If a line is maintained solely for political purposes we claim' 
that the Political Department should pay for it. 

Mr. Neogy . — ^What happens if a line is not mainly constructed for thafl 
purpose ? 

Mr. Coburn . — They will give a guarantee. We make them bear ike 
actual loss. That principle has already been accepted ; there is a definite 
order of the Government -of India. 

Mr. Das . — ^Have all those accounts been settled ? This case has been 
outstanding now for some time. 

Mr. Cdburn . — There may be one or two other cases but the amount in- 
volved is very small. It is mainly the Foreign and Political Department 
which is concerned. 

46. Chairman . — Can you tell us anything about item 2 ? 

Mr. Ryan . — This relates to a question which has been subject to discussion 
I think from the time the Eailways started. The impression has prevailed 
for some time past that, owing to the general increase of the cost of materials 
and staff, the Posts and Telegraphs arc entitled to considerably larger payments 
thamvhat they get from Railways and canals. We undertook the re-examina- 
tion of the charges recovered and it was finally found necessary to put an officer' 
on special duty towards the end of last year. He produced a very complete 
rqport with recommendations. I am more responsible than anybody else for 
the -consideration of this report and I finally had to absent myself from the 
office in order to -obtain sufficient time to formulate my own views which are 
subject to acceptance by the financial Ad-viser, A very short time -ago the' 
case was referred to the Finanoial Adviser with my remarks and Mr, Cobiun dB> 
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now examining it. He has not yet had time to do much with it but its ex- 
amination is now well on. Definite proposals have been formulated which 
require a certain amount of investigation and there are certain assmnptions 
which have to be threshed out. We expect to settle the matter as regards our 
claim against the canals within a short time. As regards the Eailways, a con- 
siderable amount of discussion ■will be necessary with the Railway Board but 
I thinir we "will come to an agreement without undue dif&culty. I should have 
added that in the preliminary examination the impression we have formed is 
that we have possibly been overcharging for iron wices and under- charging for 
copper wires. 

Maidvi Abdul Matin Ghaudhury. — ^Is this case more than three years old ? 

ilfr. Ryan. — ^If you could see the mass of correspondence and discussion 
that this case has given rise to, you would understand the reason for three years. 

Chairman. — The Government of India departments are very hard worked 
at this time. Certainly the first item on this list, when the settlement is arrived 
at, "will represent the Government paying out of one of its o-wn pockets into 
another. The point is an important one but we cannot say that the public 
interest has lost very much by the delay. 

Sir Fred-eric Gauntlelt. — The only comment I have made in my letter on these 
points is that until these outstanding questions are settled, we cannot definitely 
and finally say exactly how much profit or loss the department is maldng. 

Kumar Ganganand Sinha. — How long do you think it "will take to settle 
matters ? 

Mr. Ryan. — The canals and railways questions are mixed up. We may 
probably have to distinguish in future between the charges of the two depart- 
ments because the circumstances are so different. I think we will settle the 
canals case within the next couple of months. The railway case depends on 
the attitude of the Railway Board. If we present a reasonable claim, as we 
hope to do, I hope that we will be able to settle the question soon. 

Sir Frederic Gaunilett. — suppose the Railway Board is seized of the 
matter. 

Mr. Ryan. — ^W e have not presented our actual claims to them but they 
know that we intend to do so. 

Chairman. — Can you give us any indication of the amount which is in- 
volved 1 

Mr. Coburn. — think according to Mr. Varma’s report we should recover 
something like 6 lakhs from the railways and 6 lakhs from the canals. 

Maidvi Mohammad Yalcub. — How long has it taken you to formulate 
your plans ? 

Mr. Ryan. — I have had the file in my room since December, but it was only 
about 2 weeks ago that I was really working at it in anticipation of enquiry by 
this Committee. At the present moment, the file is with Mr. Coburn, the 
Financial Adviser, and further departmental discussion must take place before 
vre are in a position to present our demand to the Railway Board. The case 
•vviU have to go to the Secretary of State beiore it is finally settled. 
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4:7. Mr. Coburn. — Item 3. — As regards the pensionary liability, Mr. 
Meikle, the Government Actuary, has authorised me to make this statement to 
the Committee : 

, “ I am glad to be able to state that the calculations necessary in order 
to determine the annual charge equal to the axmual pensionary 
liability in respect of the employees in the Posts and Telegraphs 
Department are now completed. They have been based on the 
pay and pension terms of nearly 120,000 men and at a rate of 
interest of per cent., this being the rate which in consultation 
with Einance Department was adopted during the past year in 
other big calculations of a s imil ar nature. The result shows that 
the charge should be 9 1/8 per cent, of the total salary and leave 
allowances of the pensionable establishment excluding any special 
pay and allowances which do not count for pension 

I may say that this report has only just come in and has not yet been considered 
by the Department of Industries and Labom-. 

Chairman. — ^You have got your figure now. There is not much more to 
be done. 

Mr. Coburn. — The pensionary fiability under this formula will probably 
not be very different from the 60 lakhs that we pay now. It will possibly be 
within a lakh or so of that fi^e. The Industries and Labour Department 
may not of course accept this result. 

Sir Frederic Gaunileit. — There is one important issue raised, the assump- 
tion that the correct rate of intere-st is per cent. 

Chairman. — ^That I can imagine is a thing that may require discussion ; 
otherwise that is very easily settled. 

Sir Frederic Gaunileit . — ^I might suggest that possibly a round figure of 
10 per cent. ^Yill be the best thing in the end. 

Mr. Coburn. — I should imagine this formula will be adopted for the next 
year. 

Chairman. — ^This case can be regarded as practically settled. 

48. Chairman — Item 4. — ^Is the branch run on commercial lines ? 

Mr. Cobum. — ^Partly on commercial lines and partly on non-commercial 
lines. I am talking now of the wireless branch. 

Mr. Roy. — ^What about internal stations in India ? 

Mr. Coburn. — They are not strictly commercial. Their cost will come 
imder the loss on accoimt of the unremimerative activities of the department. 

Mr. Roy. — Do you get anything towards the post office for the exist- 
ence of the internal radio installations ? Do the military make any subven- 
tions or the Home Department ? Your department is entirely a commercial 
department. Yffien you take over a non-commercial undertaking, don’t you 
get anything in return ? 

Mr. Coburn. — ^It is not, strictly speaking, charged against the dep&rtmental 
revenues ; it is charged against general revenues. If the departintot ^hoWs a 
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loss equal to the loss on account of these radio activities, it will be regarded as 
paying its Way from the point of view of the policy of Government. 

Chairman. — I am not clear what remains to be done to meet the reconimen- 
dations of the Public Accounts Committee. The separation of the Profit and 
Loss account has been carried out from this year’s account. The Radio has 
been separated from the Telegraphs. 

Mr. Ryan. — It has now been decided in accordance ndth the recommenda- 
tions of this Committee to have a separate account. 

49. Mr. Ryan. — Item 5 . — The position about that is that the Govenunent 
of India have addressed the Secretary of State urging that the control of the 
Indo-European Telegraph Department should be transferred to India from the 
India Ojffice. We have not yet received the reply, but we propose to expedite 
the matter by sending a reminder. We hope that we vdll come to a decision 
before long. 

Mr. Roy. — ^AVill that involve the bringing out of all Ihese men including 
the Director 1 

Mr, Ryan. — It is a matter of detail for settlement. I believe Sir Bhupendra 
Nath Mitra’s view is to merge the existing office in Karachi and the adminis- 
tration of this department if this scheme be approved. The whole thing will 
be brought under the Director General, Posts and Tclegi'aphs. We might still 
want two Directors for the Persian Gulf and Persian Sections but I doubt 
whether we would want the Director-in-Chief : the Director General, Posts 
and Telegraphs, would control the whole thing. 

60. Sir Frederic Gauntlett. — Item 6. — That is covered by the genera* 
orders that Mr. Burdon referred to this morning. That Resolution cover? 
this item also. 

61. 3Ir. Coburn. — Item 7. — I have distributed a memorandum to the 
members of the Committee on this item. (Printed as Annexure I to the 
Proceedings of the Second Meeting.) 

Chairman. — Can you tell us briefly how the matter stands ? 

Sir Fred&'ic Gauntlett. — The witnesses \vill be appearing tomorrow morn- 
ing and the members will have an opportunity of looking into the memorandum 
overnight. I suggest therefore that we jjostpone the discussion of this memo- 
randum. 

Chairman. — That is a useful suggestion. Does it meet the general approval 
that we should defer the question until tomorrow morning ? 

62. Mr. Coburn. — Item. 8. — It is not covered by the memorandum but 
it depends on that, and the Industries and Labour Department have decided 
that they could not come to a decision on that imtil the decision on Item 7 
has been arrived at. 

5d. Mr. Rogers . — Item 9. — Some instructions have been issued on this 
subject but the matter is also under further consideration. In the meantime, 
I have issued some instructions to the heads of Circles as to how this matter is 
to be ^ dealt with. It is a ruatter of considerable difficulty to get the work 
done in a satisfactory manner, 
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^ Maul'd Molmmnad Yahuh. — Have you ascertained that they are 
following your instructions ? 

Mr. Rogers. — They are following our instructions. In one Circle I 
read in the annual report that the Director, Posts and Telegraphs, has been 
able to carry out this matter without any difficulty at all. I have called for 
details as to how he has done it. After stud 3 dng those details I hope to issue 
further instructions on the subject. Meanwhile, the Postmasters-General 
have been given very de&iite instructions as to what they are to do. They 
can employ the Public Works Department for certain things and also they can 
employ the private agency where they wish so to do ; they can get the work 
done either through Divisional Telegraph Engineers or their Superintendents. 
It is for them to select by what particular agency they will get this work done. 
On the whole the buildings are being repaired but things are not proceeding 
as smoothly as we would have wished. It is for that reason that I wish to 
study the details further and issue some supplementary instructions. 

Mould Mohammad Yahub . — ^What is the method of knowing that the 
instructions are followed or not by the heads of the departments ? 

Mr. Rogers. — You can see the buildings— whether they are repaired 
or not. 

Mr. Roy.—Oaxi I assume that whether these instructions are carried out 
or not is fully seen to by the Director General ? 

Mr. Rogers. — ^I think I can say so. 

Sir Frederic Gauntlett.—W^t I ask whether there is an inspecting officer 
in the headquarters who toius in the various Circles and reports directly to 
you on the state of administration found in the various Circles ? 

Mr. Rogers . — ^We have no special officer for that purpose. This year, 
however, the permanent Director General, Mr. Sams, arranged that what we 
call the ^Branch Officers, i.e., Deputy Directors-General, should tour as soon as 
the Delhi session of the Assembly was over for about three weeks and look 
into certain definite points of the administration. 

Mr. Roy . — Does the Chief Engineer look after the Telegraph buildings ? 

Mr. Rogers . — ^No. Our buildings have hitherto been looked after by the 
Public Works Department. The work has now been transferred to the 
Postmasters-General and the Chief Engineer does not come into it at all. 

Mr. Roy . — ^He has no right of inspection 1 

Mr. Roger t , — Certainly he has the right of inspection and if he found 
the building in j bad state he will report it to the Director General and pro- 
bably also to the Postmaster General. 

Sir Frederic GauntleU.—Yioes, he realise that that is one of his respon- 
sibilities 1 

Mr. Rogers. — ^I should imagine hat when he is touring he would certainly 
notice the condition of the buildings. 
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Mr. JRojf. — If you say tliat lie is not responsible for tbo maintenance 
of the buildings, then why sliould he look into the matter whether they are 
maintained or not, unless definite instructions were issued to him to do so ? 

Mr. jRogers, — When an inspecl.ing olliccr goes on tour, it. is one of the 
points that ho looks into. 

Mmihn Mohammad Ynhih. — But ho has got notliiug to do with the 
buildings now 1 

Mr. Sogers. — -He would go t.o the Tclegrajih Office to inspect the apparatus 
and the plant.. 

Mr. Bog. — As all the post office buildings arc purely Government of 
India organisation, Avould you not like to have some power of super- 
vision ? 

Mr. liogers. — The Chief Engineer has no responsibility in the matter 
because we have fixed that rosponsibilil.y on the Postmastens-Gcnernl wlio 
are responsible for the ujikccp of the buildings in their Circles. 

Chairman. — IVh)'’ was this change made ? 

Mr. Sogcr.s. — The pcicontages demanded by t.ho Public Works Depart- 
ment were considerably high and it was thought that, we could do the work 
^ourselves oheaper. It is a step t.hat we have very often regretted. 

Sir Frederic GawUlcK. — I'herc is n much wider aspect of the question 
than that. There was a Public Work's Ec-orgnnisation Committee whicli was 
appointed, I thinlc, in 1922, of which hlr. Harris wnS the Socrotaxy. Tliey 
suggested ns a general proposition t,hnt the ordinary maintenance of buildings 
should not be regarded as one of the jirimary functions of the Public Works 
Department. Tlie Public Works Department ought to be reduced in numbci's 
and retained merely for the more imjxortnnt functions of construction and 
supervision and that mere mauitcnancc ought to be handed over to n cheaper 
organisation. That has been followed to a certain extent and the question 
whether it has worked satisfactorily is sf.ill n very xxioot problem all over 
India. 

Chairman.- — I understand that some new arrangement is now being 
devised and that yoxi expect to have it settled ? 

Mr. Sogers. — Wo are t.ryitig to improve our an’angemonta for this year. 

Chairman. — Will there bo a rejxorf. made for the information of this 
Committee ? 

Mr. Sogcrs.—Ycs, cerfaiulj', if it. is desired. 

Chamnan. — I take it that this Committee would like to have a report 
on the working of the arrangement. 

Mr. Sogers. — I caxi say that- all the buildings have been maintained by 
^0 departincnt : there is a certain amount of difficulty and my main object 
is to presoribo sohxc rules by ivhich the friction would be removed. 

^ Chairman. You do not t.hink you can devise a satisfactory set of rules 
until you have had Some chance Of seeing how the present rules rvork ? 

Mr. Sogers. — That is so. 
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Muulvi Mohammad Yahtb.— As the Auditor General has pointed out, 
this is an aU-India problem. 

Sir Frederic Gauntldt. — I was only pointing out that if the more general 
question is to be discussed it might be desirable to put that to the Industries 
and Labour Department to whom it primarily belongs. The position, I take 
it, with regard to the Posts and Telegraphs Department is that their main 
difiBculties have been with their own men ; that was the impression that we 
gained at the last year’s conference. 

Ghamnan. — ^He now thinks he sees a way of making an arrangement 
that will get over these difficulties 1 

Mr. Rogers. — The arrangement has not had a really fair chance of 
working. 

Chairman. — suggest that our recommendation might be that this 
scheme has to be completed as quickl)’^ as possible and that there should be 
prepared for the Public Accounts Committee next year a report on the worldng 
of this arrangement whereby the dei^artment is responsible for the mainte- 
nance of its oum buildings. Do you think you would be in a position to make 
a useful report ? 

Mr. Rogers. — Yes : I think so, if I get the information I require. I think 
it should be possible. 

Chairman. — ^You are going to get your now arrangement settled in time 
to give it a fair chance of working ? 

Mr. Rogers. — I hope so : it is really a question of supplementing the 
instructions that we have already issued. 

54. 3Io'. Rogers. — Item 10. — Considerable difficulty has been experienced 
in the past in framing correct estimates of expencbture, partly owing to the 
fact that this is a comparative!}’- new branch of the department’s activities. 
Substantial lump sum cu-ts have been made in this section of the estimates 
for the current financial year and it is hoped that the experience gained of 
this class of expenditure will enable the Director General to bring the estimates 
and actual expenditure into closer accord in future. 

Sir Frederic Gaimtlelt. — ^Might I ask a question why it should stiU be 
necessary to regard a matter like that as under consideration ? I suggest 
that all that was necessary was for the Director General to issue orders to the 
officer who was responsible for the preparation of the budget, notifying the 
details to which closer attention ought to be paid : the matter would then 
have been regarded as settled and he could have said that these orders have 
been issued. 

Chairman. — ^Why is it that we see 70 per cent, of the items shown as 
under consideration or under investigation ? Camiot you supply us with a 
rather better percentage of action taken ? This is a case in point. 

Mr. Rogers. — think this should perhaps not have appeared in this list 
at all because action has been taken in the matter. 
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Mr. Coburn. — In act action has been taken on this : this has been duly 
considered : we have since ] 927-28 been paying sjjecial attention to these 
estimates. 

Mr. Roy. — ^You have issued instructions to your budget officers ? 

Mr. Rogers. — Yes. 

Sir Frederic Gaunilett. — I think the only ti’ouble really was that the 
department never told the Accountant General that this matter -had been 
taken up and that orders had been issued. 

Chairman. — ^But who is responsible for preparing this schedule ? 

Sir Frederic Gauntlett. — The Accountant-General : but of course all the 
information as to action taken is ascertained from the Director General’s 
office. 

Mr. Mitra. — ^Last year the reason given was a shortage of supervising 
staff. Is that the case still 1 

Chairman. — The only comment I have to make is that the remarks made in 
this final column might be prepared a liitlc more fully in future. 

55. Mr. Coburn. — 1km Jl. — This arose out of the case in which the 
Electrical Engineer-in -Chief had unexpectedly returned ahout JIs. | lakh 
worth of expensive apparatus to stock and caused a big saving in the grant . 
The object of this remark was to bring to the Dii-cctor General’s notice the 
necessity foi- trying to anticipate s\ic.h action on his part. We have gone 
into this case and we find that this is cpiitc an isolated case and we are taking 
steps to see that officers report, for purposes of the budget, the amount of 
stores that arc likely to be retuiiicd during f.hc year and give us due notice 
in cases of tins nature in future. This oo is really not under consideration ; 
we have taken due note of it. 

Chairman. — Mr. B. Das refers to Appendix VI — draft rules fippbcable to 
all departments as regards stores ? 

Sir Frederic Gauntlett. — Yes ; but they deal in only a very general form 
with the question of detailed store accormting : in fact every important 
department has detailed rules for stores accounting and it is generally under- 
stood that when these model rules are distributed, every important depart- 
men' which is materially affected should consider its own rules and see. 
whether those rules depart from the model ndes and if so what justification 
there is for it. 

Chairman. — The model rules are intended to be a universal guide ? 

Sir Frederic Gauntlett. — ^Yes. 

Mr. Burdon. — ^May I draw your attention to paragraph 10 of the memo 
randum as regards this matter ? (Reads out the paragraph.) 

Chairman . — Where the existing rules are defective these rules will 
supply a moded. 

Sir F I ederic Gauntlett . — ^Most of the departments have rules which are 
very much more detailed than these model rules. 
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66. Mr. Ryan. — Item 12. — This has been referred to the Director-in- 
Chief in the India Office. 

Chairman. — It really hangs together with item 5 ? 

Mr. Ryan. — ^Yes. 

57. Mr. Coburn. — Item 13. — The Department has prepared a list of heads 
which they think could be absorbed into other heads, based on the experience 
of the last three years accounts, and it is proposed, unless the Accountant 
General sees any objection, to eliminato those heads from the accounts for 
next year. 

Chairman. — So that everything that you have to do under this recommend- 
ation will be done before the next year’s budget ? 

Mr. Coburn. — Yes. 

Enhancement of rents due from canal administrations. 

58. Mr. Das. — Item 14. — ^Last year, the Committee recommended that 
the question of enhancing the rents due from canals should be settled without 
any avoidable delay ? 

Chairman. — ^We have had a definite statement that the matter as 
between the Canals and the Posts and Telegraphs departments is lilcely to be 
settled soon. 

Mr. Ryan. — Yes, we hope so. hir. Coburn is somewhat doubtful about 
some of the assumptions made in Mr. Varma’s Eeport which I was inclined 
to accept ; we have not yet come to an agreement on the point. 

Chairman. — The whole thing has got to be threshed out as between 
you and the railways. 

Sir Frederic Gauntlett. — I think one point there is that the settlement of 
the question as between Canals and Posts and Telegraphs is in one department 
of the Government of India and not in two. 

Mr. Ryan. — Yes, that should certainly help us in dealing with the canal 
case. 

59. Mr. Coburn. — Item 15. — This case has only recently come to my 
notice, but I have discussed it with the Accountant General and we shall take 
steps to see that proper provision is made for these items in the next year’s esti- 
mates. 

Sir Frederic GauntleU. — ^I think that raises a question why it has only just 
come to notice because it is really mentioned in paragraph ii of the Report of 
last year’s committee ; the report has been circulated to all the departments of 
the Government of India. 

Chairman. — ^Have you got anything to say to that 1 I think it has taken 
a long time to consider this very simple matter. 

Mr. Coburn. — I do not know what the history of the case is. 

Sir Frederic GaunUett. — ^It does mot appear in the main report as one of the 
definite recommendations of the Commitfee; but it does come in the detailed 
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proceedings • of course, it raises the general question whether the departments 
are supposed to be seized of the proceedings as well as of the main Report, 

Mr. CofiMT-n.— There is certainly no dif&culty in the way of doing this ; it is 
only a question of foreseeing the necessity. 

MmiM Molmmmod Yaluh.—lB anybody in your office responsible for 
going through the Report ? 

Mr. Qoburn. have not got an office ; it is really the Dhector General’s 

office that considers this report and then it is sent to me. 

Mr^ Rogers. ^Yes : I am unable to explain how this has been overlooked. 

Chairman.— I thinlc it should be possible to attach to the Report for every 
year a summary of the points concerning each particular’ department. 

Sir Fred&ic Gauntlett. — ^An endeavour is done to do that in section 4 of tlie 
main teport which starts on page 17 — “ Comments on matters relating to parti- 
cular Departments arising out of the present Report, etc. 

Mr. Neogg. — Is that at all referred to in the examination of rvitnesses ? 

Sir Fiedeik Gaunilell. — I forget exactly liow it arose, but the point must 
have been mentioned. I think it is clearly proved by the fact that it appears 
in the proceedings which were closely scrutinised and edited night by night 
both by the Chairman and by myself. 

Chairman. — There is no question about the proceedings being correct. 
The point is whether the actual report should in some way or other pick out 
every point which is referred to in the proceedings ; it apparently does not at 
present ; minor points are left out and it would be easy to include them. 

60. Mr. Roy, — After reading this Appeirdis III, one is led to believe 
that sufficient pressure has not been exercised by yoiu department in 
getting thees outstanding jiiatters settled by the Industries and Labour Depart- 
ment. Am I rvrong ? 

Mr. Ryan. — ^I think there is some mismiderstanding of the position as 
between the Industries and Labour Department and the Director General of 
Posts and Telegraphs. There is no secretariat branch of the Industries and 
Labour Department dealing rvith the Poste and Telegraph work ; that work is 
supposed to be done by the Director General and his staff themselves ; it is true 
there is a Joint Secretary who deals to some extent with such matters, but 
there is no one to supervise the work of the Director General who is himseK 
responsible for doing whatever is necessary. The Finance Department exer- 
cises a certain amount of control through the Financial Adviser and the 
Financial Adviser also assists the Director General, but there is nobody ‘ sitting 
on top ’ so to speak. 

Mr. Roy. The Joint Secretary acts merely as a medium between the 
Director General ftnd the Honourable Member ? 

Mr. Ryan. That is really the case. Perhaps the Joint Secretary 
occasionally lays himself open to the charge of interfering. 
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Mr. Roy. — Tkere is therefore no justificfition for the assumption that 
pressure is not brought to bear ? 

Mr. Ryan. — do not think so. 

Sir Fredenc Gauntlett. — ^In other words, the only medium of pressine is 
the Member him elf ? 

ilfr. Ryan. — If you mean outside pressure : of course the Financial 
A.d\dser is always pressing, but really th Director General is very largely in 
the position of a .Secretaiy. 

Gliaimian. — In fact they are probably expected to work without pressure ? 

Mr. Roger‘i. — ^And generally do, I hope. Sir. 

Gl. Chairman. — That linishes that appendix, and we can now proceed with 
the other clauses and paragraphs of the Auditor General’s letter. Paragraph 4 
has been dealt with and wc now come to paragraph 7 with reference to pages 9 
to 14 of the Appropriation Accounts. Sub-paragi-aph {a), I thinle raises the 
general question of the prospects as judged by the results of the year under 
review and the particular question of the ncc<l for some accinate^estimate of 
the future annual increase in normal administrative expenditnroMue to im- 
provements in terms of service or automatic increases of pay andjincreases in 
pension charges. That will probably occupy the rest of orir time this after- 
noon. I think the Committee would like to have some general statement deal- 
ing with the financial results of the Department and to know whether the De- 
partment will be able to provide some sort of estimate of future annual increases. 
Looldng at it from the point of view of providing an answer to that, is the un-. 
avoidable annual increase in expenditure on staff, which includes pay and pen- 
sions, going to be such as to off-set or x^erhaps more than ofi-set the normal 
growth in revenue which may be expected in the increasing economic develop- 
ment of the country ? That is an important question upon which I think 
we should lik(j to have some light thrown. 

Mr. Rogers. — Inci eases in the rates of pay whiclr are dealt with in this 
report were to some ejtent exceptional. The pay of the whole Department 
has been raised within the last two or three years and that process is not likely 
to be repeated for some titne. It is now considered that the, pay of almost all 
ranks, in fact I might say of all ranks in the Department, has now been raised 
to a suitable level and there will be no need to revise it on this very extensive ^ 
scale again for some time. 

Chairman. — That is probably the case. But when you alter conditions 
of pay you may not only raise the actual rate of pay for the year but you may 
accelerate the rate of increase in pay and that is the point to which I was refer- 
ring. 

Sir Frederic Gauntlett. — ^Most of the previous rates and practically all the 
new rates of pay were on the time scale and that provides for an automatic 
increase. 

Mr. Coburn. — ^I think it will be possible to give some information to the 
Committee but it will have to be worked out. 
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62. Mr. Neogy.—hi lio-w many yearn is the maximum effect of these re^’i- 
sions likely to be felt 1 

Ghairmm.—That is a very big question— Avhen you will reach your peak 
year. You can arrive at the peak year on the present staff but all the time 
you are opening new branches and that is a new factor. 

Mr. Das. — every new post office is treated on a commercial basis, the 
increase of staff does not matter because the revenue Avill increase correspond- 
ingly. 

Chainnan . — You think Mr. Neogy’s question can be answered by taking the 
present staff and assuming that the new branches will pay for themselves. 
That is quite a good point. But the question which I had put and which is 
really referred to in the Auditor General’s letter amounts to this. What are 
the commercial prospects of the Department having regard to the present 
conditions of pay ? 

Mr. Coburn. — That question is rather involved with the revenue pros- 
pects of the Department which are extremely difficult to assess. 

Chairman. — There are many ways in which you can make a rough estimate 
as to increase in revenue, by the way in which revenue has risen in past years, 
for instance. But that is the second part of the picture ; what we really expect 
from the Department is the first half of the j)icture on the cxj^enditure side. I 
thought I understood from you that some sort of review of the commercial re- 
sults for the year under review had been prepared. 

Mr. Coburn. — There are profit and loss accoxmts for every year since 1925- 

26. 

Chairman, — I thought you had told me that you had ready for the Com- 
mittee some appreciation of the general position. 

Mr. Coburn. — There is a general statement that the Director General is to 
read out showing the difficulty he has ejqjerienced in dealing with this particular 
year’s accounts. That relates merely to the accounts for 1927-28, and it does 
not forecast developments in the future. 

Mr . Rogers. — ^If the post office section generally makes a profit we make a 
loss on our telegraphs, and this year we have also made a loss on our telephones. 
But the loss on telegraphs seems to be very considerably influenced by the 
question of the Depreciation Fund and by several other considerations. It is 
very difficult to make an estimate of what the commercial prospects of 
the Department are rmtil we have those points settled. For instance, the 
telegraph people maintain that the loss of 29 lakhs which is shown against 
them is not correct, that is, if they did not pay so much into the depreciation 
fund. 

63. Mr. Das. — ^You have increased your capital very much on the radio 
and telephone side ; is the loss due to that ? 

Mr. Rogers. — Yes, to some extent. 

apart from the telegraph and telephone, it is clear 
defi -f ''"ill 
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Mf. Rogers. — I do not think that follows. 

Mr. Mitra. — ^Because it is clear that the expenditure will go on. 
Kindly refer to page 5. There you will find that expenditure is gradually 
increasing and if it goes up even half as much next year, the post office will 
have a deficit. 

Mr. Coburn. — I may point out that in this year 1927-28 there are two or 
three very abnormal items of expenditure, a loss for instance of something 
like 14 lakhs on stores, the value of which was written down. 

65. Mr. Mitra. — ^Then is it not due to normal increases in salaries on the 

time scale ? , , . 

Mr. Coburn. — ^Not wholly. A number of abnormal factors have contri- 
buted to this adverse result. 

66. Mr. Mitra. — Can we take it that the normal increase in salaries is 
made up by the normal increase in revenue 1 

Mr. Cohmi. — ^^Ve hope so. 

67. Sir Fredene Gauiitlett. — ^AVhat is being suggested is that a real endea- 
vour should be made to obtain an estimate of the inevitable increase due to 
pay and pensions year by year. And in preparing a general forecast of the 
whole financial position you would be entitled to bring into a note like that 
references to your suggestions for the revision of rates of depreciation and 
the possible or probable results of your- negotiations with the other Depart- 
ments of Government. As I say in my next note, until you have settled these 
questions it is very difficult to present an accurate financial picture. At the 
same time I think this Committee might well ask that a real endeavour should 
be made to do it. 

Mr. Coburn. — I think there should be no difficulty in giving such a picture 
for the next tym or three years, but the ultimate effect of these scales is very 
difficult to estimate. 

Chairman. — Well, can we take it that the question will be investigated 
and efforts made to make such an estimate. 

Sir Frederic GauntleU. — The Department would imderstand of coxirse that 
it is unnecessary to have an accurate estimate down to annas and pies. Any- 
thing Avithin half a lakh or a lakh would be sufficient for our purpose. 

68. Chairman. — Quite sufficient. Then we will leave that point with 
that promise of a report, and turn to paragraphs 13 and 14 of the Auditor 
General’s letter. Has the Director General any remarks to make about that ? 

Mr. Rogers. — I have no remarks to make about the delay in settlement 
of the disciplinary action. I have not been able to get the details. 

Sir Frederic Gauntlett. — ^hly Accountant General has a note here that the 
first report made by his Deputy to the Postmaster General in question is 
dated 25th April 1928, that is, nearly sixteen months ago. 

Air. Rogers. — ^No doubt the court proceedings took some time. But 
although I have been trying I have not got the detaffs. I think I can get them 
to-morrow. 



69. Kuriiar Ganganand SirM^^j^}T&g^^^M^ ot 

(iefalcations, it is stated in many cases that a certain, I).oi^on 

woidd be recK)VCTed from ^ culpiit* ; ; What ^ wouH Hke^ is ^ 

iihat amount bas actuaUy been fecp’rored'^jd^^^ffi^ 

jnigbt happen that later on the amount is found to be irrecoverable. . ^ . 

I C^m? 2 Un.-^e c^ into every question of 

default. r V ;; 

! J[fr. OoJMm.— I thin^ 

%dously ascertained whether the auapunt has been recovered. . . 

I Sir Frederic Gauntlett.—l think the Committee can assume thaty if ^the 
Accountant General states that a fine has been ii^cted.pn a m 
is no motion that it is ■ irrecoverable^ it has beeu :rficbyered. : 
jiart of his normal du^ to point put tha,t the Department had not obtained 
tKe’moh^ '' ' '' ’■ ^ v' j'-'. ' - ' 

; Mr. Rogers.— Ke generally says so. i " : \ : ■ ; ; : , v / 

I 70, Sir Frederic. Gauntlet.— regard to Mr. Eogers’ stateipent/that 
hh is not prepared "mth the answer to this question, I should say that it is 
generally understood that the vdtnesses are open to question bn an^hing iri 
the accounts arid particularly with reference to any niatter to which I call 
spedaJ^atterition m my letter.' r':'-."'' 

; . Mr. Rogers .- — OTie Deputy Director General who deals ■with tbese cases 
i$ unfortunately in Delhi.. I expected that : he; w:puld be back yesterday . bUt 
he has npt returned and in his absence I am imablq to get hold pf thqfile .a^ t 
find. out hpy the case stands or what cause pf . the delay is. - T 
get into touch “with hini on the telephone this morning but "was npt; able, to .dp 

t : Sir Fr^ric Gauiklett.---^j dated 24tii Jrine.; ,;'^ -i'f 

i Mr. Rogers.— This printed book was in my hand only on Friday last.: ^ ' : 

I 71. ilfr. f2oy.— We know that disciplinary action is a matter entirely 'fo 
the administration. All we want to know is. is there any^delay in inflicting 
disciplinaiy^punishment ? , 

^ Afr. i2o^i^s.—Not ordinarfly. Itis sbpri'as possible in m^^ 

cases. After responsibility has been fixed alb the circumstances 'have to ’ ^ 
taken into consideration; - I have done my best to' firid out the facts of the 
delay in this case, but for the reasons I •ha'vei giyeri 'I have not been; able to 
give the Gonmiittee thriinformatiori today. ; ' ; ' ' < ; ; - ! ■ 

I ^ 72. G7/airwfari'— You stated that you were not able tb start maMiig in- 
qpines -till last Friday. I think matters ' of this kind demand father earlier 

[ -^r. Foyers.— "When the letter is fecei-ved iri my bfece every paragraph is 
distributed to the branch and sectibhhbricefned to be dealt with arid when all 
these various^ paragrapba have been dealt •with they .are put together dri the 
form of this inter-leaved book and that is placed bef ore, me as soon as they 
cto.get itreaiy, ‘ , -v'::-; . '-j 
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Mr. Coburn. — I tliink tlie D. G.’S remark in regard to not seeing tins case 
till last Friday lias given rise to some misapprekension. Most of these cases 
are dealt witli on separate files, most of vrliich have been referred to the D. G. 
and on Tvhich he has passed orders. He really intended to convey that this 
inter-leaved copy of the report on which action has been taken was not seen by 
him until last Friday. 

Oliairnian. — I am simply impressed by the fact that the letter written 
by the Auditor General on the 24th June, which was recevied by your De- 
partment at the beginning of July, calls attention to points with which witnesses 
are not able to deal on the 12th August. It seems that whatever has happened 
in between those dates indicates rather defective machinery. I think more 
respect is due to this Committee than this result indicates. 

Maulvi Mohammad Yakub. — ^Especially when probably you knew that 
the Committee would sit in August. Notice of that was given some time in 
May though no date was fixed. 

ilfr. Roy. — May I mention that Mr. Rogers has been in hospital a very 
longtime and he only recently canie out. 

Mr. Rogers. — It is not a question of want of respect to the Committee 
or any question of not having paid due attention to the Auditor General’s 
letter. But this particular case I certainly do not remember to have seen 
until a couple of days ago, and since then I have been endeavouring to get 
in touch with the officer who can give me the necessary information. It is 
extremely unfortunate and I very much regret it. 

73, Mr. Das. — ^With reference to the third paragraph, page 24, with 
regard to the check ng of signatures of depositors in savings banks, is the 
particular case referred to an isolated case of the check not being applied 1 

Mr. Rogers. — There is no way of exercising control over the check which 
is supposed to be made by the ledger clerk of the head office between the 
signatures on the warrant of payment or the applications for withdrawal and 
the specimen signatures in the head office. The only way in which that can 
be controlled is when t comes to 1 ght ill a case of this kind. The rule is that 
the ledger clerk sliould do it, hnd if he fails to do it the risk is his ; that is to 
say, n the event of a fraud occdrr’nglie is liable to make good the whole or 
part of the loss. 

74. Mr. Das. — Are the pass-books not checked when entries are made of 
interest ? 

Mr. Rogers. — ^It is very difficult to get hold of pass-books. 

Mr. Das. — This was a Court of Wards account. 

75i Chairman. — ^Has the attention of every one been called to this parti- 
chlar case and have instructions been issued for making this check ? You 
have no means of Imowing that these checks are being employed. Here is a 
case which shows that the necessary check has not been applied. 

Sir Frederic Gauntlett . — My Accountant Gene al states that the failure to 
compare specimens is foimdto be the comparatively common cause of embezzle- 
ments. It is referred to again in another paragraph elsewhere. It i.s not 
merely an isolated instance. 
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Chairman. — does seem to me to be a case for some general instructions 
to be issued. 

Mr. Might I say that the percentage of Saving Bank frauds as 

compared with the total number of accounts is represented by • 00012. 

76. Mr. Roy. — Have you any definite rules against the prevention of this 
class of frauds % 

Mr. i?o^ers.— There is a definite rule in the Post and Telegraph Manual 
enjoining on the clerks concerned to compare the signatures with the .specimens 
in the signature book, and those who omit to do so are punished and are liable 
to have the whole or part of the loss recovered from them. 

Mr. Roy. — Then you do not agree vnth the Chairman that .special in- 
structions are necessary ? 

Mr. Rogers. — I certainly agree with him ; but I only wanted to point out 
that the number of Savings Bank frauds is comparatively small. 

Mr. Neogy. — ^How does it compare with the previous figure ? 

3Ir. Rogers. — I do not think it is different to any other year. 

Sir Frederic Gannilett.- — I think the point arising out of tliis particular case 
is this, that there is no defect in the existing system. It was simply due to 
the error on the part of the clerk mainly, and as Jlr. Rogers says, if a man fails 
to do his duty he renders himself liable to pimishmcnt. The Committee can 
ask whether that penalty has yet been imposed upon the clerk concerned. I 
call attention to it because we are told that the question of disciplinary action 
is still under correspondence. 

Chair wan. — I thinlc that we have sufficiently covered this point, and what 
I think we may ask Mr. Rogers to do is when he is able to get into touch with 
the Deputy Director General to let us have a Note explaining exactly the posi- 
tion. 

77. Sir Frederic Gauntlett. — On the 13th January 1928 the Head of the 
Circle sent in a recommendation to the Director General, but no final orders 
have been passed yet ; that is nearly 19 months. 

Mr. Rogers. — The reason for the delay in completing the departmental 
investigation is being examined. The delay in issuing final orders by the 
Director General on the recommendation of the Post Master General is due to 
lack of information on certain points, the collection of which took some time. 
Sometimes it does take a very long time to collect the information. They have 
to go from me to the Post Master General, and from him it goes down to the 
Inspector who has to make the inquiries when he can find time from his other 
inquiries and inspection work. This case, I admit, has taken a very long time, 
and I am inquiring as to the causes why it should have taken so long. 

78. Maulvi Mohammad YaJcub. — Can the Committee recommend anj^- 
thing definite Co avoid such delays in future ? 

Chairman.— 1 am afraid that until we arrive at the Millennium there will 
be such cases of delay which cannot be avoided. 



79. Mr. Mitra. — So far as we understand the position, the delay is due to 
the procedure that is now adopted. Can we not recommend any amendment in 
the procedure 1 

Mr. Rogers. — ^Might I point out that my office was suffering fi’om very 
great disadvantages during the last two or three years. The first is the move 
ffiom Calcutta to Delhi which disorganised the office very seriously. Some- 
thing like a lakh of records had to be sent up from Calcutta to Delhi. The 
second is that last year or the year before last the office was completely re- 
organised rmder the orders of the Hon'ble Sir B. N. Mitra and it has not yet 
settled down or barely settled down, and during the 12 months to which this 
Report relates there were a lot of arrears in almost every branch. These 
I am glad to say, have been practically wiped off, and I hope that the delays 
of tliis kind will not occur in future. 

80. Chairman. — Paragraph 18- A. — ^Are there any special points to which 
it is desired to call attention 1 

Sir Frederic Gauntlett. — I have suggested that the main heads which seem to 
require explanation are sub-heads (/) (3) which deal with stock values, if) (6), (j) 
(1) and (2) and (j) (2) (ii). Then a further point which arises in this A supple- 
mentary grant was obtained in March 1928 for Rs. 20,11,000. 

Mr. Rogers. — I have a Note on this subject which is ralber long. (Copies 
of the Note printed as Annexure II to the proceedings of the meeting, were 
then circulated to Members ^^f the Committee.) 
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Evidence taken at the third meeting of the 
Public Accounts Committee held on Thurs- 
day, the 13th August 1929, at 11 a m. 


Present : 


(1) Tlie Hou’ble Sir George SohuSter, 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganqanand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. K. C. Eoy. 

(10) Lt.-Col. H. A. J. Gidney. 


Chairman. 




Mmnhcrs. 


(11) Sir Prederic Gauntlett, Auditor General, 

(12) The Hon’ble Mr. E. Bitodon, Financial Secre- 


tary. 

(13) Mr. Jagat Prasad, Accountant General, Posts 
and Telegraphs. 

(14) Mr. T. Eyan, Secretary, I. & L. Department. 

(16) Mr. J. E. T. Booth, Joint Secretary, I. & L. 


>Were also pre.sont. 


Department. 

(16) Mr. M. E. Coburn, Financial Adviser, Posts and 
Telegraphs. 

(17) Mr. B. Nehru, Deputy Auditor General. 


Mr. P. G. Eogers, Director General, Posts and Telegraphs, Witness. 

Chairman. — ^Y^e have had the advantage of seeing the two memoran- 
da prepared by the Posts and Telegraphs Department since we met last and the 
general memorandum dealing with the difficulties of budgeting which throws 
a good deal of light on the position and might perhaps afiect our general atti- 
tude towards the questions which members might like to put. AFe have also 
got an interesting memorandum on the position as regards depreciation allow- 
ances which shows some of the difficulties in arriving at an early settlement of 
this question. I should like to Icnow whether there are any particular 
questions wliich any member would now like to ask having read this memo- 
randum. 

81. 8ir Frederic Gauntlett . — should hke to make one or two general com- 
ments if I may at this stage. The first point to be remembered is that it is in- 
correct in principle to compare the contribution in any one year with the amount 
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actually spent on renewals and replacements in that year because the contri- 
bution is intended to meet renewals and replacements at the end of their efiective 
life. 

Chairman. — I think we all appreciate that. 

Sir Frederic Gauntlett. — I was just mentioning it for the information of 
those members who are not engineers or specialists. 

Mr. Das. — I whole-heartedl)’’ support that. 

82. Sir Frederic Gauntlett. — The second point is that I deprecate the 
suggestion in the note to make any change in the estimated life merely with 
regard to new accruals. If the changes are to be made, whatever the difficulties, 
I suggest they should be rpade in regard to existing assets as well as new assets. 
If, in fact, the correct life of a copper Avire is 50 per cent, in excess of what it is 
now estimated to be, that is the position and the results should be applied to the 
existing assets as well as the new assets. 

Chairman. — I understand one ground of the suggestion is that in certain 
cases it is Amry difficult to knoAV exactly what the date of birth of the particular 
asset is. If you haAm got evidence as to its life, well and good, but if you do not 
know exactly AA'hen the old asset started its life, then it AA'ould be dangerous 
to make a change. 

83. Sir Frederic Gauntlett. — If in fact they do not knoAv Avhen their assets 
started to exist how can they compare the figures of actual life Avith those of the 
estimated life ? 

Chairman. — They might knoAV in certain cases. In certain telegraph 
' lines, they might have detailed information about it and in others they may 
not. 


84. Sir Frederic Gauntlett. — Is the ignorance of the exact facts applicable 
to 25 per cent, of the assets or 75 per cent, of the assets ? 

Chairman. — I am not a AAutness. 

85. Sir Frederic Gauntlett. — The question is releAmnt in considering whe- 
ther we should accept that view or not. Are there not two questions that we 
are discussing now ? One is the rate at A\ffiich we are fixing depreciation and the 
other is the exact date at which the assets came into existence so as to deter- 
mine when your payments to the depreciation fund should cease in respect of 
the particular asset. I am not sure how the ignorance of the exact date at which 
an asset came into existence Avould afi’ect the question as to the probable 
life of the asset on Avhich the depreciation rate must be based if, in fact, it is 
correct, that the present assumed life in many case's is too small. Surely you 
are entitled to change your rate of depreciation based on that assumption ? 

Mr. Coburn. — ^As these assets had already paid up the full contribution, 
the suggestion Avas that we need not disturb the depreciation fund in respect of 
those assets. 

86. Chainnan. — There is one observation of a very general nature which I 
should like to make now. I thinlc we vdU all agree that we cannot at this 

- meeting go into a discussion of details as regards the life of copper Avires and all 
H62CPBFmD . S 
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the rest of it. Taking quite a general view of the position it seems to me that 
the Posts and Telegraphs Department have got to be content for some time to 
come with a rough and ready basis. So far as I recollect from my conversation 
with the Financial Adviser — I am not quite sure whether I am correct, you 
must correct me if I am wrong — so far as I understand the position, the whole of 
the undertaking was taken over at its depreciated value, that is to say, at the 
current value of the day. Therefore we are working with an undertaking valued 
at a certain figiue, whereas, if it were replaced and the original price of the 
assets were put in, the capital of the posts and telegraphs undertaking would be 
very much higher than the figures which stand on the books. The result of that is 
this. In order to test the commercial results of the posts and telegraphs depart- 
ment we are of course charging the capital -with interest but the capital on which 
they are paying interest is very much smaller than what it would be if the whole 
undertaldng had been commercialised from the very beginning. Therefore, 
as each important asset is replaced and it is entered in the capital account at its 
original price, the total capital of the undertaking is going up and the amount of 
interest that you will have to pay is also going up and that means they are get- 
ting gradually to a worsening position and we can take it generally that the 
amount of interest that is being paid now is much too low. If we find that in 
certain cases the depreciation allowance has been calculated at rather too high 
a figure, that is much more than offset by the deficiency in the interest that 
they pay. "We are working on a rough and ready basis and we shall get into an 
unfair position if we go into details as regards rates of depreciation. You 
ought to welcome the fact if you find that you are promding a little bit too high 
a rate of depreciation on certain assets because there is a very big margin to 
make up as regards interest pajunents. As pointed out the other day, there is 
the fact that with these new rates of pay and new and more favourable time 
scale allowances we may have an automatic increase in the cost of staff which 
will more than offset the normal growth of revenue. AVe have also got to take 
into account what I have been referring to, the automatic growth of interest 
charges which is inevitable. So that 3'^ou have got to accept the fact that you 
are working on a rough and ready basis at present and if we attempt to adjust 
a particular item because we find that the allowance is a little too high’ we 
should be making a mistake. 

Sir Frederic Gaunilett . — I quite accept that view, 

Glmirman.~Al\ that we can do at present is to say, let it be laid down that 
all these things be very carefully watched. 

87 . Sir Frederic Gauntlett . — I thinlc there was a rough attempt made to 
estimate the time by which the excessive payments to capital on account of 
renewals and replacements will cease when the scheme was dravm up, but I 
should like to consult hli’, Badenoch about that. He was the officer who was 
mainly responsible for working out the details on my side. 

_ 88 Chairman.— 1 thinlc if that view is generally accepted, the Committee 
might content itself with recording an observation that these matters must be 
carefully watched and that it should be glad to have eaeh year a review of the 
position. 
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Sir Frederic Gamrtlett. — Do you suggest tliat the revision of the estimated 
life should be held over for a further time during which a more accurate attempt 
should be made to estimate the life ? 

Chairman. — ^Yes, that is my suggestion and I think if this Committee could 
have put before it a careful report every year with a statement from the Auditor 
General that in all the circumstances he thinks rough and ready justice is being 
done, I myself think that ought to be sufficient. I think that what we want 
to do on this Committee is to insist that the matter is really being carefully 
followed up and that the Auditor' General, who is the independent critic, has 
satisfied himself that as far as he can tell at present nothing substantially un- 
commercial is being done. 

89. Sir Frederic Gauntlett. — 'We would accept in principle the idea that if 
the department is able to prove that the present estimated life in any particular 
instance is decisively excessive it would be entitled, other things being equal, to 
modify the rate of depreciation based on the previous estimated life which has 
proved to be incorrect. 

Chamnan. — I should think this is only justified if you are satisfied that, 
looking at the picture as a whole, there is an excess allowance. 

Sir Freddie Gauntlett. — Yes. I quite agree that the whole thing wants 
careful study and that this Committee is not the place to study such details. 

90. Chairman. — What I want to emphasise is this. I do not tliiiilc you 
can consider any individual item. I think you have got to look at the picture 
as a whole and before you make a change in respect of depreciation allowance 
on any particular item I t hink you ought to relate that to the position as a whole. 
My view is — and no doubt it is quite a superficial one — ^if you combine the 
interest charge and the depreciation allowance which has been provided, the 
burden put upon the posts and telegraphs department service is less than what 
the normal average burden will be when all the depreciated assets that iiave been 
taken over are replaced. 

Sir Frederic Gauntlett. — The fact remains that at the moment when the 
department became a commercial department the value of the assets handed 
over were estimated at a particular figure and unless one could say that that 
estimate is wong, one could hardly say that the department is being treated 
with rmdue leniency. 

91. Mr. Roy. — Has there been any .proper survey of the assets of the posts 
and telegraphs department ? 

Mr. Coburn. — There was a complete survey at the time of the reconstitu- 
tion of the accounts. The block accoimt was introduced after long investigation 
and enumeration of the assets. There has been no complete survey since then. 

Mr. Roy. — ^An account and audit survey ? 

Mr. Coburn. — ^No. An engineering offi.cer was placed on special duty to 
deal with the matter. 
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Mr. Roy. — And the Auditor General was satisfied Avith it ? 

Sir Frederic GcmntletL—Yes. The officer was on it for two years, I liclieve. 

Mr. Coburn. — Probably more. 

92. Maulvi Abdul Matin Chaudhunj. — In view of the facts brought out in 
this memorandiun I think there is reason for revision in regard to iron wire,, 
copper ■ndre and posts. 

Mr. Gobu') n. — ^May I draw attention to paragraph 7 ? 

93. Chairman. — Can you answer me on a quite elementar}’’ question as to 
the basis on which j’ou are working the depreciation fund 1 Are you provid- 
ing or is it calculated to provide, when replacing the asset at the end of its life, 
for its original cost or its depreciated cost when you took it over ? 

Mr. Coburn. — As to assets Avhich came into existence since the 1st April 
1925, lor the original cost, and in the case of an asset that was in existence 
before the Ist April 1925, the depreciated value. 

94. Chairman. — That reinforces 'what I say. Now your depreciation fund 
is only calculated to replace at the end of the life the depreciated value of the 
asset when you took that OA'^er. Supposing you took over a line of telegraph 
AAore which had originally cost say £10,000 and rvhich when it was made was 
estimated as having a life of say 25 years and had gone through 20 years of that 
life. To put it very crudely, these are the exact figures : it had run 20 years 
out of the 25 years and it originally cost £10,000 and you would say four-fifth of 
its life had gone and when you took it over it was valued at i2,000. In the re- 
maining five years you set aside £400 a year. It goes on for five years, we will 
say, and after those five years you are not charging the revenue with any 
amount in respect of depreciation. Then suddenly you have to find £10,000 and 
the mterest charge goes up from £100 a year to £500 a year and your deprecia- 
tion allowance being 4 per cent, of the £10,000 goes up from nothing to £400 
and so on. So you are suddenly faced with a complete change in yom working 
position, and if in the interval — I am only deahng with a small figure and that 
has to be multiplied several times — if in the interval as a result of the fact that 
you are having to set aside nothing for depreciation and pay a very small 
interest charge you Avould have said “ we are maldng very good profit and we 
can reduce om rates ”, then suddenly you meet with an enormous increase and 
find that all yom: reductions are being based on a miscalculation. I find my- 
self in this situation, it has caused mo ever since I heard about it a great deal 
of anxiety because Ave are faced Avith the popular demand for reduction of rates 
and the)'' can justifiably base their demand on the results Avhich they see of 
earlier accounts and they do not realise that Ave were for four or fiA’'e years in a 
period of fictitious prosperity. If it was a commercial concern you would find 
its shares being boosted up suddenly and then coming to a very difficult 
position when its assets had to be replaced. 

95. Mr. Das. — ^May I take you to last year’s proceedings at page 16, 
Volume II, where Sir Trederic Gauntle'tt said ; 

“ I think the Committee might recommend whether there are alternative 
methods of checking these rates of depreciation. If you waft 
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until tlie plant conies down, it may be a matter of a good many 
years before you arrive at the correct depreciation/’ 

I said : 

I think the Accountant General has formed his opinion too hastily. 
You camiot come to a conclusion from a year or two’s wear and tear.” 

Then the Chairman said • 

I think the point is debatable and that being so. my own ojhnion is 
that we had better stick to the Auditor General’s suggestion which 
is the best under the circumstances from the point of Tiev." of ad- 
vantage to the department.” 

Already the postal department is deriving a certain amount of benefit 
because they are paying depreciation charges on the depreciated amount of 
the capital. So we ought not to go on suddenly changing the rates but we 
must retain them for some more )^ears. Then what about renewals when 
cyclones, floods, etc., hajjpen and the lines are washed away.? 

Chairman. — I entirel}’’ agree with what you saj^- so far as you go and I 
want to go even further. I do not say that we can give effect to what I have 
been saying in putting up the rates, but I think one ought to take them into 
accomit and realise that the posts and telegraphs department is for the reason 
which I have stated in rather a dangerous position ; at least we are in the 
position of misleading the public as to what are the commercial results. 

96. Sir Fredenc Gaintilett. — 1’here is one question that I want to ask Mr , 
Coburn. I was a little nervous as to what Das reported jMr. Coburn to have 
said, that the rates of depreciation were now’ being applied to the depreciated 
value at the time of taking over. 

Mr. Coburn. — No. I said the original value. 

97. Chairman. — It is on the original value, but you are satisfied that if 
there was only 5 years’ life Avhen the thing was taken over, you made your 
provision on the original value for 5 years and then you stopped. That is 
I think an extremel^y dangerous thing and that is a point that has only been 
brought to my notice for the finst time in this report and vm shall be 
working with a larger numlier of assets for w’hich w’c are making no provision 
a' all at pre.sent. 

8ir FrecUric Gaunlletl. — Quite so. 

98. Mr. l)as.—~l have to make one observation on 'what fell from j’our 
lips, Mr. Chairman. You said that W'hen renewals are made the capital cost 
goes up. YTiy should it not be charged to tlv"' depreciation fund ? The 
capital W’ill then be stationary. 

Chairman. — The depreciation fund wdll not be large enough to meet it. 
Let me again explain the position. Say you talte over a telegraph line the 
original cost of which is £10,000 and its life i,s estimated at 25 years. Y e 
take it over after 20 years, that is 20 years had gone ivhen the department 
took it over. The depreciated value is therefore one-fifth of the original 
value, or £2,000. It has got another five years' life to go. Therefore the 
allowance for depreciation is £400 a year. I am not taldng into considera- 
tion whether there is a sinking fund or not, I am taking it on a simple basis. 
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There is another five years during which depreciation has to be paid at £400 
a year. Then you will have £2,000 standing to the credit of the depreciation 
fund representing your provision against the replacement of that telegraph 
line At the end of 25 years you find that the telegraph line is still good and 
does not need to be replaced. Therefore the worldng results of the Posts 
and Telegraphs Department are improved by the fact that that allowance of 
£400 a year no longer has to be met. At the same time you are only 
paying interest on £2,000, so that the total charge in respect of 
that line debited to the revenues of the Posts and Telegraphs Depart- 
ment is only £100 a year. That goes on for five years. Then suddenly 
the line has to be replaced. It has to be replaced at the enhanced 
post-war value. £10,000 was the original pre-war value. It may 
have to be replaced at a cost of £15,000. Then you suddenly have to provide 
4 per cent, depreciation on £15,000 and you have to provide 5 per cent, interest 
on £15,000. The charge that the Posts and Telegraphs Department has to 
meet in respect of that telegraph line suddenly goes up from £100 a year to 
£1,350 a year. If that happens in the case of a very large number of assets 
of the Posts and Telegraphs Department you would find that the reductions 
in rates which you have agreed to under pressure from the Legislative Assem- 
bly in the past five years would be quite unjustified and you would arrive at 
a most dangerous position. 

Sir Frederic Gauntlett . — I would exjfiain the position in a somewhat 
different form. At the date of the talcing over of the department on a com- 
mercial basis there ought to have been a very large sum in this depreciation 
fund. As a matter of fact there was nothing in the fimd at that moment. 
One alternative would have been to have borrowed and added to the capital 
of the department. It was thought that that would impose an unfair 
burden on the department as a whole and therefore instead of borrowing 
at that moment they agreed that it should be borrowed over a series of years 
as assets came up for replacement. 

Chairman . — That is the only practical coiu’se that could have been 
adopted. We ought to realise what we have done. If we are now going to have 
12 lakhs provision for the depreciation fund which is suddenly going to 
disappear next year because the asset has lived out its estimated life and if 
it is going to happen on a largo scale, it is going to create fictitious results 
which we ought not to allow. That null deceive the jiublic. 

99. Mr. Neogy . — The Posts and Telegraphs Department was never 
treated as a commercial department. Was it quite fair on the part of the 
general revenues to assess interest on the assets which were in the past really 
meant to be a present to the Postal Department ? After having charged that 
interest you expect the department to provide for past depreciation. 

Svr Frederic Gauntlett . — This question was discussed when the subject 
of commercialisation came up before this Committee three years ago. It is 
difi&cult to raise a fundamental question of policy now as the matter was 
accepted by the Committee three years ago. 

Mr. Aeo^y.— When considering the question of interest, the Chair- 
man expressed the opinion that the intere.st was rather lenient. The interest 
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charged, if it were based on the original value of the assets, -would be mucli 
more than that is being really paid by the Department. This particular 
observation is relevant to the remark of the Chairman. 

Chairman . — I thinlc your statement of the position as a present -which was 
made to the Government is not correct because I take it that the whole under- 
■fcaking was not built up out of revenue but out of borrowed money, out of loan 
funds. If you were now to say that the Posts and Telegraphs Department 
is not liable to meet that interest what you would be doing really would be 
-to ask the general tax-pay er to make a present to the particular individual 
who happens to send telegrams. 

100. Mr. Neogy . — Government deliberately chose to treat this depart- 
ment as not a commercial department but as one designed primarily 
for public convenience and as an educative factor. Are we, sitting 
here today, entitled to say “ Well, if the tax-payer in the past chose to 
treat this department differently, it is no business of ours. We must 
charge interest on the assets which they got out of the tax -payer, as a 
result of the deliberate policy which they adopted in the past”. 

Chairman . — ^Your line of argument is perfectly legitimate. IVhat I have 
been trying to indicate rather is the danger that might result eventually. 

101. Mr. Neogy . — I do not want this Committee to go back upon the deci- 
sion that has been taken in regard to this matter. What I intended to point out 
-was that we need not be so strict in applying these principles to a depart- 
ment which has been treated as a commercial uudertaldng and whose history 
does not justify such a strict treatment as that now proposed to be applied. 

Chairman . — Let me just continue what I was going to say. Your line is 
quite a justifiable line but we have to face this position. It has been decided 
as a matter of policy to treat the Posts and Telegraphs Department as a com- 
mercial undertaking and each asset as it disappears -wall have to be replaced by 
an asset which will have to be bought and on which interest will have to be paid. 
What I want to point out to the Committee is this. If we go on for the next 
few years treating a part at any rate of the value of the assets as a present we 
have got to face the fact that the future task of the Posts and Telegraphs Depart- 
ment is going to be more difficult than its present task and if we now reduce 
the rates on the ground that apparently profits are being made we may get into 
a very great tangle when the present state of things comes to an end. I think 
we have to take a survey of the position as a whole. If we are going to take 
advantage of all the favourable points and ignore all the unfavourable points, 
the position which I consider already dangerous is going to be worse, 

102. Sir Frederic Gaimtlett . — There is another point. Sir Arthur Dickinson 
has recommended that the rules of allocation as ’between capital and revenue 
should be altered and that we should revert to the old system and, that is, that 
the only legitimate charge against capital is a charge -svhich represents the 
measure of improvement and not the measure of additional cost. 

Chairman . — Our depreciation fund should tlierefore provide for the en- 
hanced. cost. It means that the rates of depreciation must be increased. 
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Sir Frederic GamUclt.—Thrd would outweigh any possible advantage 
gained from a favourable estimate of life which has already been made. It is a 
most important point. 

103. Ghairman. — I thinlc we want more information than we have at 
present. The whole thing requires very careful watching and I would suggest 
that our line of action ought to be that it should be watched and that we 
should get a report on it from year to year from the Auditor General as to how 
it appears to be working. 

Sir Frederic Gmmtleti.~l made some additions io the proceedings of 
yesterday in connection with the points raised then. If the proceedings of 
today could include the other points which have been mentioned, we might take 
into consideration some of the more important matters in preparing the financial 
review. 

* 

Chairman. — I would ask the Committee not to lake a hasty decision. 

104. Mr. Das. — If we have a tabulated statement for the last ten years 
or 15 years of the renewals and replacement.s, it will form some guide in future 
years. 

Chairman. — We might ask the Auditor General to consider with the de- 
partment what information we can get on that question. 

Sir Frederic Gavnilcit. — Wo might find out how far we can prepare a state- 
ment of that kind. 

105. Manlvi Abdul Matin Chaudhvr’’. — Our difficulty is this. IVe take the 
position that whatever funds may be available from this commercial depart- 
ment should go towards the reduction of rates but we find that such a huge 
accumulation is being made in the depreciation fimd, while tlie department 
is being run at a loss. Why should not the contribution to the depreciation 
fund be reduced to the very minimum i 

Ghairman. — My view of the matter is this. If you are going to run 
the department on commercial lines, then you must run it on sound commercial 
lines. I consider that on the figures and statements we have got before us, if 
we follow the suggestions Avhich are made in this note, we shall get on to very 
unsoimd conmiercial lines, 

106. Maidvi Abdul Matin Chaudfiury. — The expense on repairs and renew- 
als and the contributions that we are making seem very disproportionate. 

Chairman. — J do not think Ave have got before us sufficici\t information 
now to answer the question whether w^e are really making a bigger provision 
than what is required. I pointed out various dangers in the situation wl’.ich 
are the necessary consequence of the terms on vhich the Po.sts and Telegraphs 
undertakings are taken over. When a suggestion is made that the provision 
for depreciation on certain assets should be cut out altogether, I say that before 
you do that you must consider the general situation. 1 see verv great dangers 
in the general situation. Before you take anj' decision, let us examine the 
whole situation. 

• \ I point out that our present procedure is in accordance 

With existing orders. 
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Chairman. — I propose tliat we should make a recommendation that those 
orders should he reconsidered and that the whole position should be reviewed 

107. Mr. Slicrvani. — Will it be sound to take unforeseen dangers into 
accoimt ? 

Chairman. — ^We are taldng the unavoidable fact that all material things 
in this world have a limited life and we cannot get away from that. That is 
the law of nature. For the reasons that I have explained, namely, that the 
whole undertaking is standing at about half its capital value and our deprecia- 
tion allowance and interest charges are kept low. we have got a very big margin 
of danger in the situation. 

108. Mr. Shervani. — The figures which are available up till now show that 
the amount of contribution is too disproportionate. 

Chairman. — -We have reckoned on 26 years. It looks as though they are 
' going to be 35 years. 'ViTien the time comes to replace the asset, we shall not 
have in the depreciation fund anything like the sum which we require to re- 
place it. We shall only have about 60 per cent, on an average of the amount 
required to replace those assets and our worlring results would be much v,mrse 
than what they are now. 

8ir Frederic Gauntlett. — May I also add that it is unscientific and incorrect 
to compare the contribution paid into the fund in any one year with the actual 
sums spent on renewals and replacements in that year because the contribution 
this year is meant to cover renewals and replacements several years ahead. 
You are cori'ect in saying that the figures are disproportionate. J\ly answer to 
that is that it is not right to place them side by side because they are not com- 
parable. 

Chairman. — You should not get misleading accounts of what your 
annual expenses really are. I think we must take the utmost care to arrive at 
what is a fair basis for setting aside. We do not want to over-do it but once we 
settle that, then we must stick to that and if we depait from that vee shall be 
misleading the public and we shall be landing Government into making reduc- 
tions of rates which you will find two years hence you could, not afford to make. 
My point is to get our commercial practice abosolutely sound and then if public 
opinion is strongly in favour of rates being reduced and the Government’s 
financial position affords it then let the rates be reduced. 

109. Sir Frederic Gauntlett. — ^With regard to Mr. Dos’s request for a 
tabulated statement, if you turn to pages 106 and 107 of the Appropriation 
Accounts you will find there is a tabulated statement there for one year. It is 
possible to bring together more statements of that kind. 1 should like to know 
whether more tham that is required. 

110. Chairman. — do not think we can possibly go on discussing technical 
questions of this land in a large Committee like this. 1 ' liink two or three 
members of this Committee might form themselves into a small sub-committee 
to study this matter further. 

Mr. Das. — We have got ample confidence in the Auditor General and 
in the Financial Adviser. We need not interfere in the details. We are onl}^ 
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suggesting that further details should he collected so that the Government 
could come to a decision some time in the future. 

Chairman. — If your suggestion represents the general view of the Com- 
mittee, there is notMng more to he said. 

Mr. Das. — That is my personal view. 

Chairman . — ^May we take it that that is the general view of the Committee ? 

Maulvi Mohammad Yahub . — In a large Committee lilfc this it is diffi- 
cult to go into details and fold out the correct procedure for the futxire. 

Mr. Boy. — That is not the business of tliis Committee. Our business 
is to see whether the figures in the Depreciation Fund are correct. 

111. Chairman . — The way I put it is this. Just as in the case of the 
separation of the Railway Finance a Committee of the Legislature has been 
appointed to consider the xvorking of the Convention, so this Committee might 
recommend that in view of the importance of the Posts and Telegraphs Depart- 
ment and the public interests at stake in rates, there should be appointed a small 
Committee of the Legislature to consider the worlcing of the commercialised 
Posts and Telegraphs Department; particularly having regard to the question 
which has arisen in connection with depreciation. I am anxious that this 
subject should be discussed and thoroughly gone into. I want to avoid the 
possibilit}’’ of a public attack being made in the direction of reducing rates 
without Imowing really what the facts are as regards the earning power of the 
Department. 

Muulni Abdul Maiin Chaudhury. — ^The Chairman’s suggestion about the 
Committee is quite reasonable. 

112. Sir Frederic Gamitlett . — I suggest, if the Committee be appointed, 
that it is desirable that the executive Government should prepare in the first 
place a thorough and carefully prepared note of the financial position to place 
before the Committee to work on that basis. 

113. Chairman . — The Public Accounts Committee should make a recom- 
mendation that in view of the importance of the subject and the facts which 
have been brought to its notice this morning about the working of the Depre- 
ciation allowance, a Conamittee should be appointed to study the worlcing of 
the commercialised Posts and Telegraphs Department as set down 4 years ago. 
It is an exact parallel to the Raihvay finances. 

Sir Frederic Gauntleit. — It was an experimental raeasm’e then ; the methods 
adopted were experimental and one would like to have the worlcing reviewed. 

Chairman. I threw out the suggestion because I felt that we were not 
®^id of the present discussion. Perhaps the Committee 
would alloAv me to consult the Honourable Member for Industries and Labour 
e ore actually recording its recommendation. I do notthinlc it is quite fair 
to record a coiiclusion like that without giving him a chance of expressing 
s opinion. If he differs, I have no doubt he wiU come down and meet the 
'-'Omnuttee and explain his reasons. 
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114. Chairman. — Paragraph 18 (a) of the Axiditor GeneraVs Utter. — tMiik 
-we have dealt with it. This is a case where a specific vote will be required. 
Has any member any remarks to make on this sub-paragraph ? 

Sir Frederic Gauntlett. — The real question for consideration is why the sup- 
plementary grant of Rs. 20,11,000 asked for in March 1928 was so inadequate. 

Mr. Coburn. — The supplementaiy grant was based on 9 months’ actuals. 
We had to work on a certain assumption regarding the extent to which the 
concessions referred to in the General Memorandum had already been settled 
up and the result showed that that assumpt.on was an incorrect one. Another 
reason for the difierence between the actual expenditure and the grant as supple- 
mented was that there was an excess of about Ks. lakhs under Stationery 
and Printing. The Auditor General has made some comment on that point. 
The main reason however was the insufficiency of our knowledge regarding 
the effect of these numerous concessions that hod been granted to the staff. 

Chaiiman. — The Committee has heard the explanation. Is there any 
further comment to make ? I think myself that we have had rather a con- 
vincing explanation of particular difficulties under v.’^hich the Department is 
labouring in the year in question. 

115. Sir Frederic Ganntlett. — Paragraph 19, ibid. — I should like a definite 
recommendation of the Committee that this suggestion of mine be accepted. 

3Jr. Coburn. — We actually did distribute the grant, but in the same sanction 
we included a number of le-appropriatious. That has been the practice of the 
Depariment in the past. I am prepared to accept the suggestion. 

Chairman. — The Committee accepts that. 

116. Sir Freddie GaunlUti. — Paragraph 20, ibid. — The point, Sh. is whether 
re-appropriations should not be made during the course of the year as necessity 
for them is foimd or whether the practice followed by the Posts and Telegraphs 
Department be accepted. The practice is that a list of re-appropriations is 
kept and a lump statement of re-appropriations made at the end of the year. 
I suggest that proper financial control is better ensured by making re-appropria- 
tions as the need for them is found. This lump distribution at the end of the 
year is more in the nature of an eyewash to make the accounts suit the appro- 
priations than to make the appropriations fit the expenditure. 

Mr. Cobvtn. — The position is that the suggestion would involve a lot of 
extra work to a good many people to issue re-appropriation statements when- 
ever any transfer is made. As a matter of fact what happens is tliat the head 
of a circle applies for an additional allotment imder a certain head. The D. G. 
knows that there is a sa^dng under another head and he keeps the register of 
allotments made to various circles. But later on other heads of circles might 
report savings under that head, and if he made a re-appropriation when the 
first application came in, he might find it unnecessary for the grant as a whole. 
I certainly think, however, that we ought to make a re-appropriation earlier 
than the 31st March. 

Sir Frederic Gauntlett. — might mention. Sir, that this is a question 
of general importance ; the same question was discussed in the Armj 
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Accounts Committee and perhaps the Committee might lilce to ascertain the 
views of the Knance Secretary on the point. 

That-was exactly what I was going to suggest. 

Mr. Bxirdon. — I think the most important observations of llio Military 
Accounts Committee occur in the last paragraph and what striki-s me as 
a really important thing is that re-appropriations should be made as you go 
along. If you do not. the money is very liable to be spent, if it is nof withdrawn 
from the authority which actually holds the money. There if- a certain risk 
of double expenditure. I do not think one can dispose of the matter entirely 
off hand. Probably a good deal has to be said for both course.s, The Auditor 
General h'mself probably knows the ■pros and covs better than anybody else. 

Sir Frederic Gmmfleit.—Bo long as the Posts and Telcgraplis Department 
keeps a formal record of all the approimiations which it sanctions internally 
during the course of the year, so that it knows the exact position, and cancels 
such as are possible to be cancelled and supplies at tlu' end of the year a state- 
ment of the net re-appropriations which are ultimat ely .'ound necessary, it may 
be all right. But if that course is followed, then the Accounts Dcpa.tment 
cannot help the executive in any way with its financial control during the cour.se 
of the year by re-appropriations. If the re-appropriations arc not communicat- 
ed to audit, then audit cannot watch the expenditure against the reduced or 
increased allotments rmder individual heads. The whole of the responsibility 
for that check rests with the executive. Up to the present it has been the 
practice of the Accounts Department to help the executive in checking ox])pu- 
diture against reduced or increased allotments. It is not for us to say u heiher 
they should be communicated or not. But if they are not communicated, 
the help we ha'V'e rendered in the past must be withdrawn, because we 1 are no 
information. 

117. Chairman. — Would it not meet the point if a monthly letiun of tie- 
tailed re-appropriations sanctioned with the authority of the Departm.cnt was 
submitted to the Accounts Department 1 

Sir Fredxnc Ganntleit . — It is a question entirely of financial control. To 
the extent that the help of rhe Accounts Department is deemed to be necessary, 
to that extent we are prepared to accept the retm'ii and to help in the financial 
control, but we can give no assistance beyemd the information supplied. 

ilfr. Bvrdon. — Being interested particularly in financial control. I should be 
very much inclined to say that in principle we ought to md^e rc-appropiln- 
tions as jmu go along. 

Sir Fredenc Gaimtleti.—This very question arose in the Burma Public Ac- 
counts Committee when I was there two months ago and rliev wme going to 
change over to this system which is followed in the Posts ar.d *'rplcurap]is De- 
partment. T said to them exactly what I have saidnov/. They said that 
they would pivfer to have our assistance and they voulcl continue the 
old practice of sending re-appropriations as they w’ere made. 

Chairman —I think the argairaents are so strong on the side of yoim re- 
TO^endation that I should want a very strong case as regards convenience 
acie against it, because, in principle, we ought never to acquiesce in the 



45 


idea that expenditure should he incurred under one head without making some 
provision as to the source from which it is to be met. 

Sir F rcdpiir Gm'ntleit. — 1 understand from what hir, Coburn has stated that 
the internal rules are adequate to meet that point. 

Chairman . — The case might be met by monthly return. 

Mr. Biirdon . — We have a more detailed system of expenditure control 
which we arc building up in the Finance Department. I had a note on the 
sub j ect recently from my Under Secretary. He has acknowledged that the pre- 
vious system was defective. A Department comes up and says : “ Here is ex- 
penditure which must be incurred and it simply cannot be postponed.” Very 
often that is perfectly true. In the past they always said ; “ We will endeavour 
to meet it by re-appropriation and if we are unsuccessful we will come up 
with a supplementary grant at the end of the year.” That form was accepted 
by the Finance Department for a very long time as being sufficient. "What 
actually happened was that nobody ever attempted to make a re-appropria- 
tion at all. They hoped that their accounting officer would report some 
automatic saffing which would probably cover the expenditure and if not 
they come up for an additional grant at the end of the year. In the 
detailed system of control which we are worldng up now, we have a little 
group of clerks and assistants working with the Under Secretary and 
whenever any expenditure of that kind is agreed to, it is made conditional 
upon re-appropriation. Ke-appropriation is made and the schedule group 
has definite obligation placed upon it to hunt until a specific re-appropriation 
has been made and communicated to audit. That is what we are working 
out to control general civil expenditure. "Whether there is any practical 
inconvenience in doing that in the case of the Posts and Telegraphs or the 
Army Accounts, I am not really qualified to say at the moment, but the 
advantages of our system are quite obvious. 

Sir Frederic Gauntlett . — The comment of the Committee should deal with 
hwo points, (1) the need of re-appropriation for internal control within the 
Department, and (2) the extent to which the Accounts Department should be 
asked to co-operate through the medium of re-appropriations communicated 
to the Accounts Department 

Oliairmmi . — ^I suggest that the Committee should afiirm the recommenda- 
tion of the Auditor General on the first point, that there should always be 
a specific re-appropriation. 

118. Mr. Coburn . — Vffienever an allotment is given to a head of a circle 
or added to or reduced, a copy of the order is always furnished to the 
Accoimts. I quite agree that a monthly consolidated re-appropriation as 
suggested would be more satisfactory. 

Chairman . — If you are doing it aheady, I do not see why you should 
object to the Committee’s recommendation. 

ilfr. Cobum . — I do not object to it. 

Chainnan . — We agree as to that. The second point is giving information 
to the Accormts as to what is being done. We accept those principles. 
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119. Chairman.— next 25aragrapli to which the Auditor General has 
called special attention is paragraph 25, referring to i)agcs SO to 83. This i.s 
really a case of defective budgeting. We have already ex])re.ssed general 
views on the subject and we have got a very strong undertaking already from 
the Department to take account of these points : we have further been told 
that the special difficulties have been got over and that- thi.s sort of thing 
would not occur again. 

Kumar Ganganand Sinha. — ^^Ve may accept that undertaking. 

120. Chairman. — Paragraphs 27 and 2S ibid. — These refer to defective 
financial control. The Auditor General has called attention to thCvSe cases. 

Sir Frederic Gauntlcit. — There was a .special ofiicer on duty the whole 
of that year and for a good part of the ])rcvions year - -in fact lie was on special 
duty for three years — revising all the codes and manuals ; it was knovm 
perfectly well that those codes would have to be ro])rinted and that the co.st 
would obviously be considerable. 

Mr. Rogers. — The necessity for making ])rovision was not overlooked and 
a sum of E,s. 80,000 was included in the revised cstimaic for the })urpose. 
But the Conti'oller of Printing and Stationery informed r<s thai Ihc excess 
over the budget grant was due mainly to increased .sfaliojicrv supplied and 
printing done for the Posts and I’elegraph.s l)e])artment and partly to adjust- 
ments relating to the previous year. The progrc.ss of cx])(:ndifurc during 
the first eleven months of 1927-28 as recorded in thi.s office did not justify 
the provision of additional funds under this head before the close of (he 
financial year. 

Mr. Coburn. — The co.st for reprinting manuals was included in the revised 
grant of Rs. 22,38,000. 

121. Sir Frederic Gaunilcll.— Cocsn'i. it indicate some lack of co-operation 
between the Controller of Printing and Stationery and the Posts and Tele- 
graphs Department ? Tliis position has constantly arisen before. 

Mr. Rogers. — Wo Inive very much better control and contact with him, 
especially now that he is in Delhi. 'J’ho'jc accounts refer to two years ago 
when our contact was not so close. 

Chairman. — You will admit that there is an enormous percentage of 
excess under Telegrairhs. It is double. I think we have called attention to it 
and we have got this undertaking. 

Sir Frederic Gauntletl. — I think the Committee might emphasise the 
desirability of more co-operation ; we are assured that an attempt will be made 
to get closer co-operation in the future. 

122. Kumar Ganganand Sinha.-AYc might incidentally refer to para- 
graph 26 of the letter with regard to the over-stocking of stamps, etc., wliich 
could have been foreseen by the Department. 

Sir Frederic Gauntletl. The point referred to b}'' Kumar Ganganand 
Sinha does not come under Stationery and Printing. It is a different matter. 

Chairman.— Yow do not consider that as an important paragraph. It is 
really part of the same land of thing. 
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Mr. Rogers. — The decision that the Central Stock Depot should be 
abolished was not arrived at till the budget estimates of 1927-28 were framed. 

Sir Frederic Gaiintlett. — The Accountant General says that it was arrived, 
at in December 1927. 

Chairman. — I suppose we can accept that explanation. 

123. Sir Frederic Gaxmtielt. — Paragraph 80, Chapter VI, pages 
112 — 116 of the Report. — ^With reference to sub-paragraph (iv) Freight, 
the position briefly is that the whole of the freight charge ought to be distribut- 
ed over other items by the oj)eration of a percentage. If the percentage is 
quite accurate, there will be nothing left undistributed. In fact, the amount 
undistributed was Rs. 1 .72,000, which is about 30 per cent, of the total 
charges. 

Chairman. — We are working the new system for the first time but has 
there been any improvement since ? 

Mr. Gohnrn. — The percentage is revised every year in consultation with 
the Accountant General. 

Sir Frederic Gauntictt. — You accept the comment that it needs revision 
ajid say that the revision has been made. 

Chairman. — You made an error last year and next year you think you 
will make a smaller error ? 

Mr. Coburn. — ^Yes. 

121. Mr. Rogers. — Paragraph 31 of the Auditor GeneraVs letter. — We have 
addressed the India Olfice uith regard to all these comments of the Auditor 
General and have drawn the attention of the Director-in-Chief to them. 

Chairman. — It ^s’ill strengtlien your hands if the Public Accounts Com- 
mittee called attention to the fact that they desired further information on 
the subject. 

Mr. Rogers. — Yes. 

125. Chairman. — Paragraph 4d of the Auditor General’s letter. — What is 
the “first canon of financial propriety” mentioned here ? 

Sir Frederic Gaunileli. — It means that Government servants spending 
Government money should exercise the same amount of prudence and careful- 
ness as a reasonable private person does wliile spending his omi money. 

Mr. Ryan. — This case has already been formally reported to the Public 
Accounts Committee. I presume the members have seen the report. 

Sir Frederic Gauntlett. — Perhaps I might remark that if I had been con- 
sulted before about this case I should not have raised this point at all. 
Briefly put, a new station was built at Luclmow on a great scale of elaboration 
and what the Posts and Telegraphs Department is now being asked to pay is 
the rental for a room in the new station for its Railway Mail Service. It 
seems to me inevitable that the Railway Mail Service should, if possible, be 
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housed in the station and all that the Posts and Telegraphs Department could 
be asked to pay is the rental on the legitimate share of the capital cost of 
building the station. 

126. Mr. Neogy.—Do I take it that the Railway Mail Service is absolutely 
boimd to the chariot wheels of the Railway Station ? 

Mr. Rogers. — ^We cannot do our work any\vhere else. 

M a lUvi Mohammad Probably the Postal authorities had 

no hand in the building 1 

Mr. Rogers.— 'W g did protest to the Railway authorities. 

128. Mr. Neogg.—ls it absolutely impossible for your department to make 
separate aiTangements for housing the Railway Mail Serxnce ? 

Mr. Rogers. — It is essential that the Railway JIail Service should be on 
the station premises otherv.dse there is no point in our being there. You 
might just as well put the railway booking office half a mile away from 
the station. 

129. Mr. Neogy. — If the Railway Department choose to do things on a 
grand scale as they have done in the case of Lucknow, you are absolutely 
helpless ? 

Mr. Rogers. — Yes, just as we are absolutely helpless in the case of the 
Imperial Secretariat Post Offices at New Delhi for which we pay very heavy 
rents — about Rs. 800 a month for two small rooms. 

Mr. Roy. — Is it obligatory on you to have the post offices there ? 

Mr. Rogers. — They arc put there for the convenience of the various 
offices. 

i!fr. Roy. — Is it sufficiently commercial ? 

Mr. Rogers. — I think an office is required there. In the same way in 
the Legislative Assembly building we have got a post office for which we have 
to pay a very high rent. After all if you have post offices in expensive build* 
ings you have to pay a higher rent. 

Chairman. — The principle seems to be rather important and when big 
sums are involved, I thinlr it would be very much worth your while to fight 
for the principle. 

130. Mr. Roy. — What is the English practice ? Do they take rooms in all 
stations for the Railway Mail Service ? 

Mr. Rogers. — ^The system of Railway Mail Ser^dce in England is very 
different because the journeys are comparatively short. There is compara- 
tively little sorting done in the trains and all the work is done at night. 
The big parcel Expresses which go to Scotland are simply loaded with bags 
that have already been sorted. 

Mr. Roy. — ^Do you have a good deal of sorting here ? 

Mr. Rogers . — ^We do most of our sorting in the Railway Mail Service. 
It would be uneconomical to waste, all that precious time by merely carrying 
sorted bags which we can do on the way. 
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. 131. Chairman. — I think this enormous increase in rent indicates that 

the accommodation provided at Lucknow station has been provided on 
an extremely elaborate scale and I doubt if the Government of India can 
afford to maintain that sort of standard 1 

Mr. Neogy. — The general tax-payer should feel satisfied that the Railway 
Mail Service is housed in a fine building which is famous for its architectural 
features perhaps. 

Mr. Rogers. — ^hEght I also say that the budding for which we were paying 
Rs. 55 a month was totally inadequate and we really required a budding for 
which we would have had to pay a little more. 

132. Mr. Roy. — ^Axe you satisfied that the rents you are paying 
for the accommodation you receive are quite satisfactory and economical ? 

Mr. Rogers. — Ordinardy, yes ; we are not overcharged. 

133. Mr. Neogy. — ^All the more important stations are now being remo- 
delled and they have gone in for an eloborate scheme of rebudding most of these 
stations. In that case you are likely to come in for buddings like these in 
the future. 

Mr. Rogers. — ^I think the Lucknow case was rather exceptional. Our 
rent is apt to be enhanced a little but not to any alarming extent. 

13i. Kumar Ganganand Sinha. — ^IVould it not be possible to acquire 
ground for your Radway Mail Service ? 

ilfr. Rogers. — We want a room inside the station precincts. We want 
it on the platform because the train is drawn up at the platform and the mails 
have to be loaded in the train from the platform. 

135. Chairman. — ^We might record the suggestion which I suggested 
and ask for a report as to whether any other cases are hkely to occur in the 
future where a simdar enhancement wdl be made. 

Mr. Rogers. — In future we should probably refer to Government at the 
very outset. 

136. Colonel Gidney. — Is the rental based on the total cost of the budding ? 
Is it in the same proportion as that of the refreshment room, for instance ? 

Mr. Rogers. — It is based on area. 

137. Maulvi Abdul Matin Chaudhury. — ^Please refer to page 11 of Appro- 
priation Accounts, Telegraph Branch. WiU you not consider the possibdiiy 
of raising the rates of foreign telegrams seeing that the department is being 
run at a loss ? 

Mr. Rogers. — The rates on foreign messages are international. The line 
runs through several countries. There is a terminal charge and a transit 
charge and the whole thing is fixed by an international agreement, and also 
from a commercial point of view in order to attract traffic. In fact, we have 
cases in which we have to adjust our rates on foreign telegrams in order to 
attract the traffic, 

138. Maulvi Abdul Matin Chaudhury. — But your lowering of rates has 
not resulted in attracting traffic because you show a loss. 

H620PBFinD 4 
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Mr. Rogers. — ^As a matter of fact tlie traffic is increased but the revenue 
bas not increased. The chief cause of the loss on the Telegraph Branch is 
the very low rates for press traffic. 

Mr. Roy. — ^When were last rates fixed 1 

Mr. Rogers. — There are so many rates and they are being changed con- 
stantly from time to time. There are different rates from Madras to the 
Strait Settlements and to Australia and so on. They are all different lines. 
There is no one foreign telegraph rate. 

Chairman. — ^There must have been a substantial change which pro- 
duced this result 1 

Mr. Rogers. — ^As a matter of- fact, it is due to exchange. 

Mr. Coburn. — This reduction was due to the change in exchange value 
of the rupee. Originally, the charge to India was based on Is. id. per 
rupee. 

Sir Frederic Gauntlett. — ^For some time India has been profiting at the 
expense of foreign countries. 

Chairman. — Then this loss is due to your having been found out. It is 
due to the fact that you were working as though the rupee was worih Is. id. 
when it was really Is. 6(Z. 

139. Mr. Neogy. — ^I\Iay I know if the Air hlail is likely to affect your 
foreign Telegraph Branch ? 

Mr. Rogers. — ^I do not thinlc it is very likely to. 

140. Mr. Das. — I would like to Icnow when we are going to reduce the 
foreign post rates. Mffiy should we pay 2 annas for a letter to England when 
we can get a letter from there for Ihd., and why should we pay to foreign 
countries 3 annas 1 If you want to act imder an International Agreement 
why should you not act in this case also ? 

Mr. Rogers. — ^I do not think the finances of the department will allow any 
reduction in the postal rates at present. 

Mr. Das. — You have no International Agreement in the postal rates ? 

Mr. Rogers. — If any reduction is made, I imagine, it would be in the 
inland rates rather than foreign rates. The maximum ia:es are fixed by an 
International Agreement. 

141. Colonel Gidney. — ^Please refer to page 13, paragraph 18, of 
the Appropriation Accounts. May I ask if this loss of 4 lakhs in the Tele- 
phone Department was entirely due to loss on obsolete and unserviceable 
stores, etc., coimected with the Telephone Department or was it also due to 
Telegraph Department ? 

Mr. Coburn. — There was a total loss of 13 lalchs. With regard to the 
Telegraph stores that were written down in value or written off, the loss was 
charged to the Telegraph Branch. Similarly, vdth regard to the telephone 
stores, the loss was charged to the Telephone Branch. 

142. Mr. Roy^ Is there any idea of raising the telephone tariffs ? 

Mr. Rogers. ^I do not think so. It is a purely temporary loss. 
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Mr. Roy.— Certain of your telephone lines compete unduly with the > 
Telegraph wires. Take, for instance, the telephone line to Kalka. I can 
telephone to Kalka for 8 annas hut for a telegram I have to pay 12 annas. 

Mr. Rogers. — do not thinlv you can avoid that, unless we reduce the 
telegram to 8 annas which we cannot afford to do. I tliink the telephone is 
hound to displace the telegraphs for short distances. 

Mr. Roy. — So you are really cutting down the telegraph revenue ? 

Mr. Rogers. — I do not thinlr that anything can he done in the matter. 

Mr. Gobicrn. — ^The rates are based on actual cost. 

Chairman. — I daresay the disparity quoted hy hlr. Roy is rather large, 

I understand that for distances of 5 or 6 miles the telephone must displace 
the telegram, hut when it comes to telephoning to Kalka which is after all 
56 miles, it seems very large. 

Sir Frederic Gauntlett. — The difference is much more striking in the case 
of Delhi. 

Mr. Rog rs. — The telephone rates, I thinlc, were fixed with th3 idea of 
encouraging the telephone hahit. 

Chairman. — I thinlc the point raised h}^ Mr. Roy comes to this : that in 
view of the increasing competition between telephones and telegraphs, the 
Committee suggests that a revision of the relative rates of the two might be 
imdertaken with a view to securing the maximum economic result. 

Mt. Rogers. — We shall do that. 

Chairman. — The disparities to which reference has been made here suggest 
that there is possible room for increasing telephone charges without loss of 
trafi&c. 

Mr. Rogers. — ^Yes. 

143. Mr. Das. — ^With reference to what Sir Frederic Gauntlett said 
(page 15 of the Report of 1926-27) last year that “ The general position is that 
any general principles that Sir Arthur Dickinson has enunciated with regard 
to the treatment on railways would apply also to Posts and Telegraphps ”, I 
would like to know what the present position is ? 

Sir Frederic Gauntlett. — I think the position would be elucidated if you put 
a question to the Financial Co mmi ssioner, Railways, when he appears later : 
but I think the position is that this question is still under discussion and that 
the Railway Board has not yet come to any decision. Perhaps the Chairman 
may be able to say something. The question is whether the Government of 
India have yet accepted Sir Arthur Dickinson’s very important proposals with 
regard to the changes in the rates of allocation and which bear on the question 
of depreciation. 

- Chairman. — Ko ; they have not been accepted : if we accepted them, they 
would make a very big difference in the apparent commercial results of the 
railways and of course that is now under discussion by the Special Committee 
which is considering the separation of railway finances ; and as far as I am con- 
cerned T want to get the Committee to accept these principles : we are going 
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to have a good deal of opposition : it means increasing the contributions to the 
depreciation fund veiy substantially. 

Mr. Das. — If it is accepted for the railways, it will be automatically 
accepted for the Posts and Telegraphs ? 

Ghamnan. — It will be very strong precedent, would it not ? 

144. Mr. Das. — ^Another point. Sir. MTiilc we were discussing this 
matter of the control of the Indo-European Telegraph Department last year, 
the Chairman observed that in theory w-e had some control over the Directors 
of that Department and hlr. Ryan said “ I have not much to say in favour of the 
attitude of the late departmental authorities ”. Yon are now having greater 
co-operation from the staff ? 

Mr. Ryan. — Yes. I do not want to cast any aspei-sions on people, who- 
ever they are ; but the present staff at Karachi has been, I thinlc, far more 
vigorous and helpful from our point of view than some of their predecessors. 

145. Mr. Das. — Do you expect now that you will get the necessary 
control over that department ? 

Mr. Ryan. — No. I would not say that. I would say that, having regard 
.to the existing conditions with the control in London, we are getting all the 
^-assistance we can really ask for and all the information. At the same time we 
. still maintain that it •would be better that the control should be centred in 
India and we are still pressing for that : but we are not complaining against 
any indmdual. 

Mr. Neogy. — Your control over expenditiue is rather of a shadowy 
^character, is it not ? 

-Mr. Ryan. — Well, we cannot pretend to control the heads of the depart- 
'ment in London ; when we want information we always get it. The Director 
from Karachi has come up here to help us once or twice when "n'e wanted infor- 
mation. 

146. Mr. Das. — But the Secretary of State has given no opinion on 
your despatch ? 

Mr. Ryan. — ^AVe have sent a despatch and, of coarse, these tilings take a 
long time : probably in -view of the discussions yesterday and to-day we shall be 
reminding him about it by the next mail. 
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Evidence taken at the fourth meeting' of the Public Accounts 
Committee held on Tuesday, the 13th August 1929, at 
2-30 p.m. 


Present : 


(1) Tlie Hon’ble Sir George Schuster. Ghairman. 

(2) Mr. T. A. K. Shervani. • 

(3) m . B. Das. • - 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. yMembers» 

(7) Mr. K. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) m. K. C. Eoy. 

(10) Lieut-Colonel H. A. J. Gidney. j 


(11) -Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(14) Mr. 0. A. Travers, Accoimtant General, Central 

Revenues. 

(15) Mr. A. C. Badenooh, Director of Commercial Audit. 

(16) Mr. T. K. Rajagopalan, Officer on Special Duty, 

Finance Department. 

(17) Mr. P. M. Rau, Audit Officer, Indian Stores Depart- 

ment. 

(18) Mr. B. InTehru, Deputy Auditor General. J 


j Were 
> also 
present. 


Mi. a. H. Lloyd, Member, Central Board of Revenue. Witness. 


Item 5 oe Appendix III. 

147. Ghairman . — Can you tell this Committee, ]\Ir. Lloyd, anything 
about the introduction of the system of internal check on Customs Receipts and 
scrutiny of such dues. As a matter of fact, we have abeady touched upon 
this point in our previous discussions, and we heard Mr. Burdon’s statement 
on the question. I do not know whether the Committee wants to hear what 
Mr. Lloj'-d has got to say as a witness dbectly responsible for the Customs 
Department or does the Committee think that we have dealt with the subject 
sufficiently ? 

Mr. Das. — We would like to know what Mr. Lloyd has to say. 

Mr. Lloyd . — ^I might divide the subject into two parts, firstly the improve- 
ment of the immediate check upon appraisements at the time when bills of 
entry covering the goods are being put through, and secondly other checks' 
which might be regarded as more closely resembling the character of audit. 
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We have decided to go in for the first of these subjects in the first instance, 
and we have introduced with efiect from the 1st of April this year an airange- 
ment under which a large number of superior officers described as Principal 
Appraisers have been appointed, the object being to ensure that every appraise- 
ment is scrutinised by a superior officer at the time immediately after it has 
been made by the officer who conducts the original appraisement. ' It has 
been quite an expensive organisation, and, so far, it has been introduced only 
in Bombay and Calcutta, because we want to have the benefit of experience 
of those ports before extending the scheme further. As regards the other part 
of the matter, it is, in our opinion, less urgent than the first reform, and it is 
also linlced up closely with the proposals that have been based upon the 
Report which (as, I think, al’ Members have heard), was prepared by a special 
officer on duty in the Piaance Department. 

148. ilfr. Roy.— Then you have complete control over your revenue 
and expenditure ? 

Mr. Lloyd. — We have greatly improved our control over revenue. This 
only concerns receipts. I include a certain class of expenditiu'C in receipts, 
namely, refunds, because it is really a part of the process of collection. 

Sir Frederic Gauntleft. — The ordinary expenditure of the Customs Depart- 
ment is audited by the staff of the local Accountant General. The special 
staff worldng directly under me deals solely "with receipts and refunds. 

149. ilfr. Roy. — Have you got sufficient control over receipts ? 

ilfr. Lloyd. — Wlaen I spoke of what I call the second class of work which is 
of the nature of audit, I did not mean that we had not got any such control 
over receipts. We have got a very elaborate system in all Customs Houses 
of check over receipts and refunds ; certain proposals have been made for 
further improving that check, and for the addition of further statutory audit 
check. 

160. Mr. Roy. — ^What will be the expenditure involved in the scheme 
that is before the Finance Department ? 

Mr. Rajagopalan. — The recurring expenditure is estimated to be 
Rs. 3,40,000, the Accounts organization costing Rs. 1,93,000 and the Audit 
organization under the Auditor General Rs. 1,49,000. This includes not only 
Customs but Income-tax and ever^hing. We have proposed separate Customs 
Offices in certain places, and in other places we have proposed Customs to be 
combined with income-tax, etc. 

ilfr. Roy. — ^Will we be right in trying to endorse the scheme in any 
way ? 

• Chairman. — ^You have heard what the Financial Secretary said about it 
yesterday. 

Mr. Burdon. — I have not studied the case fully, and I am not satisfied 
that it is necessary to incur this additional expenditure. I propose to discuss 
this question with hir. Rajagopalan as soon as I get an opportunity, and 
proposals, I think, would very probably be placed before the Standing Finance 
Committee in the cold weather with the prospect of the scheme being introduced 
Tom the next financial year, if the Standing Finance Committee approves the 
merits of such a proposal and also, if we are able to find the money. The 
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procedure idll be, I take it, .that all .new demands of this, kind are taken 
together and endeavour is made to fit in the most urgent, but there must be 
an order of priority, and particularly the Finance Department cannot make 
any attempt to set their claims before the claims of all the other administrative 
departments of the Government of India. 

Mr. Roy. — ^We must remember that the revenue at the disposal of the 
Central Board of Revenue roughly comes to 80 crores a year. Am I right, 
Mr. Lloyd ? 

Mr. Lloyd ,. — That is the amormt for which we are responsible. 

. Chairman. ~lt is not really the question of the amount for which they are 
responsible,; but it is a question of what is likely to be the definite efiect on 
revenue by introducing measures of this kind. I think Mr. Burdon really 
put the case very well. However, I do not think we have got sufficient evidence 
before us to say that we must recommend this scheme at all costs. 

151. Afr. Dffs.-^You said just now, Mr. Lloyd, that you are going to have 
a superior class of Appraisers to aipply checks to the work of Appraisers. Will 
it be. a different cadre of service or the superior Appraisers will come from 
the old class of Appraisers ? 

ilfr. Lloyd. — I did not say a superior class of officers, I said a class of 
superior officers. These officers are promoted from the ranlcs of Appraisers. 
In Calcutta we had three Head Appraisers who were promoted from the ranks 
of Appraisers, and ,we have now increased the number of these promoted 
Appraisers considerably. 

Mr. Das. — Last year ^yhen we were discussing this subject one or two 
cases came up which were entirely due to the mistakes of the Appraisers. 
So I thinlc I suggested why you should not ask the Assistant Collector of 
Customs to apply the internal check on the work of the Appraisers because 
the Assistant Collectors are regarded as a better class of officers. 

Mr. consider myself that the best check which could be efiec- 

tively made would be by a man who has proved himself by service in the 
Appraising Department and such a man would be able to detect a great majorily 
of the mistakes which it would not be possible for a junior Assistant Collector 
to detect. We cannot have 8 or 10 Assistant Collectors for this class of work ; 
that would be very expensive. 

^ ■ 152. Mr. Roy.— Assuming that Mr. Das’s point of view is accepted, it 
will only mean a departmental check and not an audit check 1 

Mr. Lloyd.— Exactly. We select our men very carefully and we have long 
experience of their work, and I thinlc they are quite suitable for the purpose. 

153. Kumar Ganganand .^What will be the. nature of the work 
of the Principal Appraisers ■ you are appointing ? ^ 

Mr. Lhyd.—lL}xexe are three or four original Appraisers under each Principal 
Appraiser, w;ho deal vith bills of entry and the connected documents. The 
bills of entry and otHer documents .are then passed across to the Principal 
Appraiser who applies his check, ; which process is much .quicker than the 
original Appraiser’s scrutiny of the documents, and the Principal Appraiser 



56 


immediately proceeds to rectify mistalc^, if any. ^ I may pomt out that 
a check can always be applied more quickly than original work, because it will 
not be necessary for the Principal Appraiser to go into meticulous arithmetical 
details which are looked into by our Accounts Branch. 

154. Mr. Boy.— ^Vhat is the difference between the present system and 
proposed system of audit ? 

Sir Frederic Gauntlett.—T)i& main difierence between the present system 
and the proposed system is that, whereas the present system is applied by one 
officer who toiu?s throughout India, the jnoposed system amoimts to this, 
that a small nimiber of people would be working directly and permanently 
in some of the most important Customs Houses. The result of the cha,nge is 
that the officer Avho is permanently located is often able to pick iip points in 
which it would still be possible to obtain money for goods wliich have been 
undervalued or underassessed. The old system renders it absolutely necessary 
to conduct the audit on a date when no effect can ever be produced upon 
valuations which have been incorrectly made in the past. All that can be 
done is to obtain the orders of a superior authority as to the correct method 
of valuation in the future. An experiment on the new lines is being conducted 
at Calcutta at present. 

Mr. Neogy . — IVhen was this experiment introduced ? 

Mr. Rajagopalan . — In 1925. 

Mr. Neogy . — Have you got the results of that experiment ? 

Sir Frederic Gauntlett . — That has been working quite satisfactorily. 

Mr. Das . — Is the executive side qrnte satisfied ? 

Mr. Lloyd. — Quite. 

155. Chairman . — When we are told that it has been working quite satis' 

factorUy, does it mean that it has been working smoothly or it means that it 
has been paying, or in other words by the introduction of the new system we 
have been able to recover monies for the State which otherwise could not be 
recovered ? > 


Sir Frederic Gaunileit . — I have not complete figures on the subject and 
therefore I cannot state categorically that it more than- pays for itself b\it that 
it does pick up items which could not possibly be picked up otherwise is per- 
fectly true. It would be possible to compile statistics for a complete 
year. The Auditor, Home Accounts always says every year how much he has 
managed to save Government. I have always been reluctant to adopt any 
such attitude myself. 

Chairman . — ^You don’t want to be commercialised. 


Mr. Lloyd . — ^Might I suggest one point, in which I am sure Sir Frederic 
Garmtlett will agree with me ? It can quite conceivably happen that an officer 
.conducting statutory audit will discover a mistake which will lead to the benefit 
of the merchants and not of the Government. It is true the merchants are usually 
ahve to their own interests but they are not always clear as to the meaning of the 
aw. It might thus happen that statutory audit is doing particularly well in 
sh^rt d^ action leads to more refunds of excess duty than recovery of 
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166. Maulvi Abdul Matin Ghaudliury. — Mr. Burdon does not object to it. 
The only point is that, customs being the main soiiice of revenue, ■whether 
we should not see that an efficient audit is maintained. 

Mr. Burdon. — have not satisfied myself on the merits of the scheme or its 
necessity. 

157. Chairman. — ^Mr. Lloydj are you satisfied ■with your experience at 
Calcutta that it does pay ? 

Mr. Lloyd. — I never hlcc looking at statutory audit from that standpoint. 
I do not think that in the experience I have had of statutory audit (and it 
extends over a considerable number of years. It was introduced in 1913, 
nearly 17 years ago and I have been coimected with customs all that time) 
it can be claimed that very large recoveries have been made. Of course. Sic 
Brederic Gauntlett has made the point that ■with a concurrent audit as at 
Calcutta recoveries are possible which cannot be made by a periodical audit ; 
but, even so, I do not thinlc the recoveries made by the statutory audit have 
been very considerable. Our biggest recoveries a re in cases such as those 'to 
which hir. Roy referred, when frauds have been detected by means which are 
not open to the audit t-o get on to. Very often information, for example. 

Sir Frederic Gauntleli. — I think it is a valid argument that the value of an 
audit can never be determined merely by tlie money which can actually be 
recovered in consequence of it. But the point has always been ■with us that 
where one is dealing with 50 crores of revenue and when money has to be ob- 
tained through the operation of appraisers who are ■^\"orldng at figures up to 
about Rs. 500 a mouth, where there are inconceivable possibilities of losses of 
revenue, the value of an efficient audit can never be determined by the actual 
recoveries but by the possible deterrent effect upon those people through whom 
the money must come. 

158. Chairman. — quite, agree. But ■n^e are really raising rather a 
different question. In Calcutta, we say, imtil 1925 they had been ■worldng on 
a different system. In 1925 a new system is introduced. That does give you 
an opportunity for maldng comparisons wliich would enable you to test the 
value of your new system at any rate in the first few ye.ars. I agree that you 
could not go on apptying that test because after a time the mere excellence of your 
work would prevent any furth er fraud.5. But when you first introduced it, 
you had an opportunity of seeing whether it pays or not. I wanted to know 
whether from your past experience you would throw any light on that question. 

Mr. Lloyd. — I do not think I could say so. Sir. With all respect, I 
associate myself vdth what Sir Frederic Gauntlett has said. The benefit of 
such a scheme in preventing fraud must depend to such an enormous extent on 
intangibles that it is quite impossible to measure it. 

159. Chairman. — Yes, but has there been any appreciable fraud before 
1925. Is there any appreciable fraud in other places where the system has 
not been introduced ? 

Sir Frederic Gauntlelt. — 'What sums ■vs'ere involved in the two big frauds 
in Calcutta and Bombay in the last two or three years ? 

Mr. Lloyd. — ^I could not remember — considerable sums. 
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Sir Frederic Would it be unfair to say 8 or 9 lakhs in each case ? 

Mr. Lloyd.— I could not say. At any rate it runs into lalchs. 

Chairman.— y^ovild. they be avoided by any such system ? 

i/r. Aloyd.— I think it is doubtful. I could not give such an answer. In 
my own personal opinion I think it is doubtful whether the existence of a con- 
current statutory audit rather than a periodical statutory audit would have 
prevented those frauds. 

■ Sir Frederic Gauntlett.—l might point out that even wth the concurrent 
audit in Calcutta we only touch a very small percentage of the bills on manu- 
factures. I doubt very much w^hether it is more than 2 per cent. now. 

Mr. Rajagopalan. — ^In some cases it is 6 per cent. It varies — the maximum is 
about 5 per cent. And there has very recently been a proposal from the Assistant 
Examiner that he cannot do the 5 per cent., owing to the increased work and I 
believe the Auditor General is agreeing to reduce the percentage. 

Sir Frederic Gavntlett.—So long as the audit is so very fragmentary as 
that, the results must be indirect rather than mainly direct. 

Mr. Rajagopalan. — It is not so much the actual percentage as the element 
of surprise. One never knows which particular bills of entry may be inspected 
on any particular day. There are about a thousand bills of entry. Any bill 
may be poimced upon. 

160. Mr. Roy. — Mr. Eajagopalan, do you consider 5 per cent, is a good per- 
centage ? 

Mr. Rajagopalan. — I think so. They have this concurrent system in 
England and they do a very small percentage. 

161. Chairman. — Of course, the main efl’ect of audit check is its preventive 
check, owdng to the fear of discovery. But the point that is before us now is 
whether this new system is going to create quite a different class of fear in 
anybody who wants to go wong to the fear which already exists which will 
justify its cost. 

Mr. Lloyd. — I still doubt that, Sir, because the nature of customs work is 
such that what we really want to do is to provide 100 per cent, checks, which we 
do by the scheme of appointing a number of appraisers so that ever}’’ bill of 
entry is scrutinised a second time before the goods are delivered. 

Chairman. — Quite so. Then what is the value of this particular scheme ? 

ilfr. Lloyd. — I think. Sir, if you are going to have audit at all it seems to me 
fairly clear that it is advantageous that the audit should be conducted very soon 
after the operations involved, while matters are fairly fresh in people’s minds 
and so on. 

162. Chairman. — I thinlc I may say that the defence is getting a little 
weak. I would like the Committee to go no further than "to say that it is in 
prmciple desirable that the most effective form of audit should be appbed but 
that as regards this particular scheme it is prepared to give the Einance De- 
partment an opportunity to study the details more thoroughly before making a 

ual recommendation. Will that go sufficiently far for you, Mr. Roy ? 
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Mr. Roy. — ^Yes. 

Mr. Mitra. — ^The only difficully is aU tkree Committees in 1925, 1926 and 
1927, have recommended that there should be some sort of check. You cannot 
prescribe what particular check it should be. That must be left to the Finance 
Department. We only say that it should be very accurate and exact. 

Kumar Ganganand SinJia. — But the point is whether it should be extended 
to other ports ? 

Maulvi Abdul Matin Chaudhury. — ^What is the practical way to ensure 
that efficient check to which you refer — ^how would you apply it ? 

163. Sir Frederic Gauntlett. — Mght I suggest. Sir, that it is not for 
this Committee to discuss practical details. 

Chairman. — ^Yes, but this Committee has before it a particular item which 
refers to a particular scheme and that particular scheme has not yet been suffi- 
ciently studied in the Finance Department. I do not want this Committee to 
commit itself to approving this particular scheme or recommendmg its intro- 
duction. 

Mr. Roy. — ^IVe have no scheme before us. 

Sir Frederic Gauntlett. — I must say I have a great deal to say on this scheme. 
I am not saying it because as I have already said I doubt whether the Committee 
is the proper body to discuss the details of a particular proposal. 

Chairman. — That is exactly the point that I was tr 3 dng to make. At the 
same time if this Committee in connection ^vith this particular item were to 
record a recommendation it would be held to be a recommendation by this 
Committee of the particular scheme which we have been discussing. All 
I wanted to do was to find a form of words which will record the Committee’s 
opinion on this matter without committing itself to anything so specific as 
that. 

. Sir Frederic Gauntlett. — I only want to explain to this Committee that 
my reluctance to enter this discussion does not arise from any doubt as to the 
desirability of the scheme which Mr. Eajagopalan has put forward and which has 
been considered very carefuUy by me. I stiU retain my opinion on that point. 
I do not want to discuss the details of the scheme before this Committee. 

Mr. Neogy. — But what else could we do ? The predecessors of this Com- 
mittee have made a recommendation that there should be more effective check 
and if Sir Frederic Gauntlett says this is not the place to discuss such a scheme, 
what else can we say now ? Our predecessors have already said that there should 
be a more effective check. Either we consider the scheme itself or we do not 
say anything more. 

Sir Frederic Gauntlett. — Is there not an alternative ? — that is, to re-endorse 
the opinion of your predecessors and say this question should be taken up 
promptly now ? 

Mr. Mitra. — ^We can say that the decision should be expedited. 

Maulvi Mohammad YaJcub. — We will not be going a step further by simply 
repeating the opinion of our predecessors. 
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Sir Frederic Gaunilett.—WQU, I am afraid the inherent difficulty in regard 
1 0 this Committee is that it cannot go any further. At no stage can it 
ever go any further because it merely makes recommendations. The 
recommendations are of very great value, of course. 

Maidvi Mohammad Yalcuh. — What recommendation can we make ? We 
cannot go on repeating the same thing over and over again. 

Mr. Lloyd. — ^Why not — ^if it is a good thing 1 

Chairman. — You can note the progress that has been made in discussing an 
efficient scheme and trust that an early decision will be arrived at. 

Item 9 op Appendix III. 

164. Chairman. — Well, now, the next item in this Appendix III which 
comes under the Central Board of Bevenue is item 9 — ^Revision of the Sea Cus- 
toms Act, 1878. There is really very little to examine Mr. Lloyd on that. 
An amending legislation on the Sea Customs Act is actually now under con- 
sideration — it may come before the Assembly next session. 

Mr. Lloyd. — I am afraid the examination in other departments of the 
proposals of the Finance Department which were incorporated in the 
draft prepared by the Legislative Department has taken longer than we 
expected and we have not reached a position where we can definitely say 
when a Bill null be presented before the Assembly. I do not think I need 
mention anj'- particular Department. 

165. Mr. Roy. — Is this an amending or a consolidating Bill ? 

Mr. Lloyd. — That is one of the points to which I do not think I can give a 
final answer. 

Chairman. — ^Y'’ell, I thinlc I can explain the position quite clearly to the 
Committee and that is the question of what amendments arc necessary has now 
been fully settled and there are a very substantial number of amendments 
mostly of quite a minor nature which have to be made. It is a question now of 
whether we will have time to deal with this very long amending Bill in the 
next session of the Legislative Assembly and the question as to whether we are 
making an attempt to do it or not will actually be decided in the course of the 
next week. 

Maulm Mohammad Yahub. — The Bill will only be introduced in this 
session ? 

Chairman. — It will only be introduced. 

Mr. Lloyd. — I think probably, Sir, even if we are ready in time for it to be 
introduced, still, as it is not to be passed during the session, it is possible the 
Government of India may prefer to circulate it without formal introduction. 
It would effect the same result. 

Chairman. — At any rate, the point I was going to make is that what we are 
actually going to do is to circulate it within the next session. 

166. Mr. Roy. — In what way did it come up before this Committee ? 

Sw Frederic Gauntlett. — 1 think I can answer that question. Because there 
liave been so many cases in which, owing to the fact that the present Act is 
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hopelessly out of date (it was passed over 50 years ago), that in order to obtain 
anything like a reasonable promptitude of Government business in the customs 
houses, the customs authorities have to act in ways which are either not provid- 
ed for in the Act or are directly contrary to the Act and our audit consciences 
have been stiiued repeatedly and we have constantly to call attention to cases 
in which action has been and is being taken which cannot be justified by the 
Act. 


167. Mr. Roy . — Sir Fredric Garmtlett, might I say with great respect to you 
that you are exposing the Central Board of Revenue to a lot of criticism. If 
your law was made 50 years ago, a mere amending Bill will not appeal to the 
Legislature. It will be regarded as piecemeal legislation. 

Sir Frederic GauntJett . — I am in no way responsible for the form the legisla- 
tion will take. 

Mr. Roy . — I am only mentioning it. The popular House will tell you to 
bring up the whole Bill and re^dse it thoroughly. 

Chairman . — I am very interested to hear what you have got to say, JR. 
Roy. The details need not be discussed now. All I can tell you is that it is 
imder very active consideration now, and we will make up our minds as to what 
lin e we will take in a very few days. 

Grant 73. — Refunds. 

168. Chairman . — ^IVe now turn to paragraph 11 of the Auditor General’s 
letter dealing with page 12, paragraph 25 of the report. We might at the same 
time refer to paragraph 61 of the Auditor General’s letter which refers to 
pages 431 to 439 of the report, Grant No. 73, Refunds. We do desire to make 
the enquiry suggested by the Auditor General. 

Mr. Lloyd . — ^IVe have not yet had time to obtain detailed reports upon the 
points mentioned therein, but I have ascertained certain facts which have a 
bearing on the matter. Of course, it will be understood that the payment of a 
refund has to be made as soon as it is due regardless of budget considerations 
and it is only a question of taking as prompt action as possible in order to have 
the accounts rectified. In Bombay, Avhich is mentioned here, I have ascertained 
that a very important judgment against us was given by the High Court of 
Bombay involving a large refund and that judgment was delivered on the 28th 
February. As I have said, I have not got the exact particulars but it seems 
fairly clear that the refund must have been actually paid during the month of 
March on a date when it was too late even with extraordinary prompt action to 
secure reappropriation of funds from another grant under the same head before 
the end of the financial year. I only mention this as an illustration. I wiU give 
another case. I have looked into the cases arising in Madras. Under Ma^as 
an excess to the extent of Rs. 65,000 is shown as uncovered. Madras actually 
took action in March and obtained from us a reappropriation of Rs. 60,000. 
The letter written to us askiug for sanction I think was on the 15th March and 
we were able to comply with the request only just at the very end of the 
month. 
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(At this stage Mr. T. K. Rajagopalan cited a case from Bengal dealing witli 
the same point.) 

I might add that in spite of the explanations I have given, I propose to 
draw the attention of the Commissioners of Income-tax to the fact that they 
must not be misled, by the consideration that the payment has to be made 
regardless of budget considerations, into thinking that there is any the less 
urgent need to report the facts to us as soon as possible wherever it is possible to 
know that reappropriation is required and where it could be done before the 
end of the year. 

Chairman. — I am sure the Committee vull be glad to have an assurance of 
that kind. 

169. Sir Frederic Gauntlett.—Jn pursuance of the same point I would like 
to mention that in several cases I have called attention to refusals on the part 
of the Finance Department to arrange for supplementary grants or for rcappro- 
priations. If they are applied for in March and if there be any idea that the 
Finance Department is going to refuse requests of that sort, it might operate to 
produce some such results as have been brought out here. But we shall come to 
that point when the Finance Department comes up and I do not want to raise 
it now. 

Mr. Burden. — I can now answer that question. 15th J anuary is the latest 
date by which proposals for reappropriations and supplementary grants should 
normally reach the Finance Department but in special cases proposals axe 
accepted up to the 10th March and in very exceptional cases up to the 20th 
March, after which no such proposals are taken into consideration. It is essen- 
tial to prescribe a date in order to prevent a flood of applications on the 31st 
March. 

Sir Frederic Gauntlelt. — If that be retained as a permanent and general 
rule, I thiok it is obvious that large and imforeseen items of expenditure such as 
must arise in unusual circumstances, such as those where High Courts give 
judgments and it is desired to pay money under those judgments at once, that 
the department concerned caimot regularise. 

Chairman. — We are up against this practical difiicully. It has got to go 
before the Standing Finance Committee. 

Sir Frederic Gauntlett. — ^Do reappropriations go before the Standing 
Finance Committee ? 

Mr. Lloyd. — It is non-voted money. Might I suggest — though the 
Finance Department is more concerned with the point than myself — that a dis- 
tinction can be drawn between refunds and other expenditure in this matter 
because in the case of refunds the money has to be paid and there is no argu- 
ing about it, and if it helps to get the account into better shape the Finance 
Department might be willmg to accept applications for reappropriation right 
up to the 30th March. 

Mr.Burdon. — ^Ye are willing to take exceptional cases up to the 20th 
March. We have got to fix a date ; otherwise we will be flooded with applica- 
tions on the 31st March. 

Sir Frederic GauntletC—ThQ rush of reappropriations will be worse than the 
rush of expenditure ! 
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Chairman. — As Mr. Lloyd has pointed out, refunds are expenditure of a 
very special nature. There is no chance of abuse as regards them. 

Sir Frederic Gauntleit. — thinlc too in a matter lilce this the position has 
altered radically with the Eeforms. Now the ultimate voting authority is the 
Assembly and this Committee is seized mth the duty of judging the maimer in 
which financial control has been exercised diuring the year. Those causes did 
not operate before the coming of the Eeforms and it does seem to me desirable 
that eSorts should be made to regularise the position if such efforts are in fact 
practicable. 

Chairman. — Would you say that as regards refunds it would be practicable 
to entertain applications up to the end of March. 

Mr. Burdon. — As a matter of fact, if you allow only very exceptional cases 
to come up on the last day of March there is no practical difficulty provided the 
materials are available iu the shape of a certificate from the accounting autho- 
rity that funds are available for transfer and so on. 

Sir Frederic Gauntleit. — In this particular case a firrther supplementary 
grant would have to be presented to the Assembly. 

Mr. Lloyd. — I only made my suggestion to apply to non-voted grants. 

Chainnan.- — am only raising the question nuth regard to non-voted 
refunds 'which I think is a pretty small class. 

Mr. Burdon. — There should be no difficulty in dealing with a limited class 
of cases of that land in the last few days of March provided all the preh- 
minary work has been carried out. 

Sir Frederic Gauntleit. — I think the position has altered and it may be 
desirable to make greater efforts where it is deemed necessary or practicable. 

Chairman. — The position as regards non-voted expenditure has not 
altered. 

Sir Frederic Gauntleit. — Quite right. I thought you were referring to the 
whole question. 

Chaii'mati . — I think we can undertake on behalf of the Einance Depart- 
ment to give that matter our consideration. I take it that will satisfy the 
Committee. 

Grant 16. — Customs. 

170. Chairman. — ^The next item especially referred to in the Auditor 
General’s letter which concerns the Central Board of Eevenue is paragraph 24 
and that particular thing has been covered by the discussion under the case 
in Appendix III. Then we turn to paragraph 26, pages 49 to 53. 

171. Mr. Dae. — ^I wish to put a few general questions on customs. 
Where is the expenditure under the Bombay-Viramgam customs line T ' 

3Ir. Lloyd. — The Viramgam land customs line is administered by 
the Salt Department and the expenditure was incurred under Grant 18. I 
admit that is rather misleading. 

3Ir. Neogy. — "What is the reason for that arrangement ? 
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Mr. Lloyd. Because the administration is iu the hands of the Salt De- 

partment. It is a combined department and far the greater part of its work 
is on salt and it was decided by the Government of India that it would avoid 
lumecessary comphcation if they let the salt grant bear the whole of that ex- 
penditure in consideration of the fact that the customs grant bears a large 
amount of expenditure at the ports of Calcutta and Kangoon in connection 
with the subject of salt. The position as regards the Viramgam customs line 
was then explained to Mr. Das by the Chairman. 

172. Mr. Abdul Matin Gliaudhury. — Will you please turn to page 44, 
A-8 of the report. There was an original grant of Es. 1,58,109 and a supple- 
mentary grant of Es. 7,000. On page 46, you find under 3 A.-8, that the a d- 
ditional grant of Es. 7,000 obtained from the Assembly was surrendered to 
Government Avhen there was an excess expenditure. 

Mr. Lloyd. — I think I might say that the Finance Department is in a 
better position to deal with it than myself. 

Mr. Burdon. — There are two points under this. One is why was the grant 
given by the Assembly surrendered. This is an arrangement imder which 
when a new item of expenditure comes forward and is sanctioned and reappro- 
priation of the ordinary kind is not immediately available, funds to cover it are 
transferred from the small single reserve at the disposal of the Finance Depart- 
ment. Under the regular procedure we have to go to the Assembly in order to 
get a supplementary grant to cover the expenditure iu due course. This is one 
of the questions which we have taken up in connection with a Civil Contingencies 
Fimd, We have a makeshift procedure which is admittedly not perfect and we 
hope to replace the present rules by something better when an amendment of 
the Government of India Act is rmdertaken next time and to institute a Civil 
Contingencies Fund such as they have in the United Kingdom. The pro- 
posal has the authority of the Secretary of State up to the point to which I 
have taken you. Actually the position is that you have two grants to cover 
one item of expenditure and one of them has to be surrendered. Hitherto 
what has been done is that the grant given by the Legislative Assembly is 
surrendered. We were going into this matter the other day. What we ought to 
do is to surrender the appropriation from the reserve and we propose to follow 
that procedure in future. 

Sir Frederic Gaunilett. — That would meet the technical point raised by me. 

Mr. Burdon.— The Auditor General has raised the point, which is a con- 
sequential point, whether the reserve serves any pmpose, because we have 
a supplementary grant from the Legislative Assembly. The answer of the 
Finance Department to that point is this. The real object of having a reserve 
is that if there is no reserve and in any individual case reappropriation caimot 
be managed, then the expenditure has to he financed by means of a sup- 
plementary grant which causes an excess over the total budget provision fra 
e^enditure as originally passed by the Legislative Assembly whereas in similar 
circumstances if there is a reserve that result need not ensue and on that 
ground it seems desirable to have a reserve. This is only a note which I recorded 
on this yesterday and the matter would be referred to the Auditor General for 
any further comment he wishes to make. 
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Sir 'Frederic Gauntlell . — It is a purely technical point. The first was the 
main point. 

173. Blr. Neogy . — So far as the English practice is concerned, Mr. Burdon 
has referred to the analogy of the Civil Contingencies Eund. There is reference 
in May to the Treasury Chest Fund. Perhaps the reserve at the disposal of 
the Finance Department corresponds more closely to the Treasury Chest 
Fund. I do not know whether it does ? 

Sir Frederic Gauntlett . — think the direct answer to Mr. Neogy is that 
unfortunately the whole of our practice in India is regulated by statute and we 
are told that, at present, as the statute is worded, we cannot start a fund in 
India or work a fimd in India on lines similar to those adopted in England 
either for the Civil Contingencies Fund or for the Treasury Chest Fimd, 

(Here Mr. Neogy read out from the Manual of Procedure by May.) 

174. Mr. Neogy. — I do not know how they can manage to bring in a grant 
before the end of the ciurent financial year ? 

Sir Frederic Gauntlett . — All that I gather from the note you have read out 
is that England follows the practice which is already here in India. I under- 
stand May to say in that note that that should be the practice also to be follow- 
ed in England with regard to expenditure originally financed from the Civil 
Contingencies Fund. 

Mr. Neogy . — This refers specifically to excess grant as distinguished from 
supplementary grant. Supplementary grants are treated under a different 
section altogether. 

Sir Frederic Gauntlett. — I think the point here is that May draws the same 
distinction between an excess grant and a supplementary grant which we 
draw in India. Ainother answer to your point is that the Government of 
India is anxious to amend the Government of India Act so as to make it possible 
to introduce a more practical system than can be followed at present under 
the existing wording of the Act and I have no doubt that when they are con- 
sidering the amendment of the Act they will adopt as far as possible the English 
practice because Sir Basil Blackett’s idea was to follow as closely as possible 
the Civil Contingencies Fund. He told us so at the first meeting of the Public 
Accounts Committee. 

CJtairman. — So far as our own procedure is concerned, we have satisfac- 
torily dealt with it. 

175. Maulvi Abdul Matin Ohaudliury. — I see an excess of 6,607 which 
is explained as due to the purchase of land for housing customs stafi at Vma- 
gapatam. I want to know if this expenditure could not be foreseen when the 
budget was prepared ? 

Mr. Lloyd . — I think the fact was that budget provision was made in 
1926-27 but negotiations were not completed that year and so it was postponed 
tK) the next year. Of course, the fact that negotiations could n ot be completed 
in 1926-27 could not be known as early as October. 

Chairman . — ^That is a satisfactory explanation. 
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Geanx 18. — Salt. 

181. Chairman. — We go on to paragrapli 27 — Salt. 

Sir Frederic Gawntlett. — "would refer to clause {a) relating to tlie Nortliern 
India Salt Revenue. There have been very large savings. 

B'lr. Lloyd. — Spealdng of the department generally, there also \\-e have 
shown progressive improvement and I think the 1928-29 residts will show 
still further improvement. In a manufacturing department all sorts of con- 
siderations must come in. Accidents in any year must upset the best calcula- 
tions. This Committee knows very well extreme cases in the Opium Depart- 
ment where we have enormous differences owing to a crop being good or bad. 
In a lesser degree the same is true of salt. At the same time we do recognise 
there has been over-budgeting and we are constantly bringing it down. As 
regards the particular item “ 1)4 — Capital expenditure charged to revenue 
we must admit that there has been defective budgeting on the part of the 
department which we shall attempt to improve. It is also due to accidental 
causes which could not be foreseen. One of the items is the matter of bags 
and the recoveries on account of the cost of bags, a thing which we cannot 
accurately foresee because it depends upon the conr.Sc of trade. It is not 
susceptible of mathematical accuracy. The other items are less defensible 
and we are taking measures to improve the control. 

182. Kumar Ganganand Sinlia. — ^I would draw your attention to jjage 58, 
note (c) about the grant of compensation in advance to the Gwalior Darbar ? 

Mr. Lloyd. — That is unfortunately an important error but very slight in 
its nature. The Deputy Controller of Currency asked the Imperial Bank of 
India to remit the amount to the Darbar on the 1st of April. That being a 
Sunday, it could not be paid on the 1st of April. They thought it better to 
pay it on the 31st March instead. 

183. Mr. Neogy. — ^May I draw the attention of the Committee to page 
7 of the report where it is stated “ It has been decided that half duty on salt 
payable to the Bikaner Darbar sliould be classified as non-votable instead of 
as votable.” Why was it so long treated as votable ? 

Mr. Lloyd. — The position is that it is a payment governed by treaty and 
it has now been decided that such payments are political and therefore non- 
votable. Previously we took a generous view of the matter and regarded the 
matter as votable. We were afterwards advised that we were mistaken in 
that decision. The Government of India decided that it should be treated as 
a political matter. 

Chairman. — So it is only rectifying a mistake ? 

Mr. Lloyd. — ^Yes ; it is only rectifying a rfiistake of classification. 

184. Chairman. — May we now pass on to Item E, page 62, Store Accounts. 
I take it the answer is that the subsequent experience has proved that it was 
unduly low. 

Mr. Lloyd. — I do not thirdc I can add very much to your speech of the 7th 
March. 
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Chairman . — I can only say tliat we are making every possible efiort to in- 
crease the stocks of salt. We have had very bad luck this y^ear because lot of 
exceptional good work was put in to get up the stocks and I think I was 
right in saying that about one-sixth of our accumulated stocks had been 
washed away. 

Mr. Lloyd . — ^It would be more correct to say one-seventh of our stocks. 
It was 10 lalis of maunds. 

Chairman . — ^Wc have other plans in view for increasing the available 
stock of salts. We hope to get through the y'oar without anyi^hing like the 
shortage of last year. 

185. ilfr. Lloyd . — Salt in India is produced in two very different ways. 
In the salt range and in Khewra and so forth, it is rock salt taken from the 
ground. In all these cases we are now paying by weighment. In the other 
cases it is obtained by evaporation. In these cases also it is fair to say that 
we pay by weight although we do not actually weigh all the salt. The ordinary- 
practice is that salt is taken in track loads of known capacity levelled off at 
the top and that is regarded as a sufficiently accurate ajiproximation to the 
actual weight subject to check weighments which are made. Weighments 
are only check weighments and payment is made b}* weight. In those cases 
we have to weigh the salt when we deliver .'t. It is neccssar)’’ to do so because 
the duty is involved which is Es. 1-4-0 a maund. The price for the manu- 
facture of salt is only one or two annas. The cost of weighment for the sake 
of duty works out round about 4 pics a maund. 
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Evidence taken at the fifth meeting of the Public Accounts 
Committee held oh Wednesday, the i4th August 1929 
at 11 a.m. 


Present : 


(1) The Hon’ble Sir Geoege Schuster, 

(2) Mr. T. A. K. Shervaot. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Suuba. 

(6) Maulvi Abdul Matin Chauphury. 

(7) Jlr. K. C. Neogy. 

(8) Maulvi Mohamjiad Yakub. 

(9) Mr. K. C. Roy. 


Ohainmn, 


rMemhers. 


J 


(10) Sir Frederic Gauntlett, Auditor General. 

(11) The Hon’ble Mr. B. Burdon, Financial Secretary. 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr. 0. A. Travers, Accountant General, Central 


Revenues. 

(14) Mr. A. C. Badenoch, Director of Commercial Audit. 

(15) Mr. T. K. Rajagopalan, Officer on Special Duty, 
Finance Department. 

(16) Mr. P. M. Rau, Audit Officer, Indian Stores Depart- 

ment. 

(17) Mr. B. Nehru, Deputy Auditor General. 


>Were also 
j present. 


Mr. A. H. Lloyd, Member, Central Board of Revenue, Witness. 


186. Sir Frederic Gauntlett. — k. question was asked yesterday whether the 
Experimental Office in Calcutta to deal with Customs audit had paid for itself. 
I refrained from making any definite statement at that time. We did obtain 
very careful statistics of its working during the first year and it did prac- 
tically pay for itself. 

Chairman. — YTiat do you mean by “ practically pay for itself ” ? 

Sir Frederic Gauntlett. — ^Have you got the exact figures, Mr. Rajagopalan ?• 

Mr. Rajagopalan.— 1 believe the papers are in your office. I remember 
that it nearly paid its way if account was taken not only of the immediafe re- 
coveries but of future recoveries according to the new interpretation of the 
rules. 


Sir Frederic Gauntlett. — ^As the figures are on record, I can obtain them and 
hand them over to the Committee. In view of the results in the first year we 
have not attempted to collect figures since. What is on record I wiU arrange 
to have sent up. 
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Grant 18. — Salt. . 

187. G/jairwaw.— When we adjourned yesterday we were dealing witl/ 
Paragraph 27, sub-paragraph (Z) of the Auditor General’s letter. Have you 
got anything to say on that remark, Mr. Lloyd ? 

Mr. Lloyd.— That is the general question of over-budgeting which waS 
discussed in connection with other grants yesterday. We fidly recognise that 
there has in the past been a great deal of water in the Budget from this De- 
partment and we have for several years past now been applying more general pres- 
sure to squeeze it out. We are steadily improving in the extent to which we 
do squeeze it out. Of course, as I mentioned yesterday, in the case of a De- 
partment of this sort, where the problem is much more difficult than a mere 
question of establishment, much depends on the actual worldng of the year ; 
and there is the natural tendency on the part of Executive officers to provide 
the maximum that is likely to be wanted. We have to try and arrive at a 
good guess at something a little bit nearer the probable final results. We 
are constantly communicating with the head of the Department on this point 
and impressing our views upon them as strongly as we can, and I thinlc that 
there is steady improvement and I have every reason to hope that it will 
continue. 

188. Chairman. — We see that there is steady improvement in the heading 
“ Pay of Establishment ”. Can you give us any indication of the figures for 
1928-29 ? 

Mr. Lloyd. — Owing to the form in which the accounts are kept I cannot 
separate the figures for “ Pay of Establishment ” from other items. 

189. Chairman. — I do not know whether you suggest. Sir Frederic that 
the saving under the head “ Contingencies ” is unreasonably large. That is 
obviously a saving under a head under which there is likely to be a saving, is it 
not ? 

Sir Frederic Gannilctt. — Undoubtedly, Sir. The only point is that where 
one finds for a series of years a continuous saving, there is a natural suggestion 
that the person finally responsible at headquarters for checking the preliminary 
estimates prepared by the Executive head of the Department may make a 
cut under that particular head. 

Chairman .—Yes. 

190. Mr. Mitra. — There has not been much of an improvement. 

Mr . Lloyd. — I do not claim that there has been any steady improvement 
mider “ Contingencies ”. 

Maidvi Mohammad Yahib. — But the item “ Contingencies ” is so un- 
certain that it is very difficult to estimate. 

Mr. Mitra. — There may be a lump cut. 

191. Chairman. —It is reasonable to have a saving there. Whut is the 
total budget against which it is a saving ? 

^Sir Frederic GawniZe/i.— The fig^me shown on page 74 is Es. 81,000 in 
1927-28 and the saving is Es. 21 ,000. It amounts to almost 27 per cent. 

, Chairman. What is the total amount of the budgeted expenditure under 
that head in respect of which this Contingencies provision is made ? 



71 


Mr. Lloyd. — Our system of accounts makes it rather obscure. It is rather 
difficult to find this. 

Sir Frederic Gauntlett. — The comment here is merely with regard to the 
expenditure in Madras which is merely one of the provinces which are grouped 
together in the accounts. The figures on pages 70-71 include figures for all 
the provinces which are mainly Madras, Bombay and Burma. This note 
merely deals with the figures for Madras which are not shown separately on 
pages 70-71. 

Chairman. — I see it is rather difficult to answer my question. My sug- 
gestion was that when you consider the contingency item, it is not quite fair 
to take the percentage of saving on the actual vote for contingencies. You 
ought to consider what percentage that represents of the total vote under which 
that contingency occurs. 

Sir Frederic GaurdleU. — Mr. Lloyd might be able to give a rough idea 
as to what percentage of the total expenditure in the provinces is incurred in 
Madras. 

Mr. Lloyd. — I can get some figxires (Mr. Lloyd offered to go and get the 
figures). 

Chairman. — ^The point is not of very great importance. I think my sug- 
gestion is a fair one. This perhaps is not so important a subject for criticism 
as a percentage of saving of 26 per cent, might indicate. The contingency 
item itself represents a percentage of a much larger item. 

Sir Frederic Gauntlett. — I only bring together these instances of persistent 
overbudgetiug so that the tendency to overbudget can be kept in mind when 
future budget demands are being scrutinised. I do not pretend that this is 
important. 

Chairman. — ould you make a special note of that, Mr. Lloyd ? It is 
a regularly recurring saving, and the Auditor General suggests that it seems to 
raise a question. 

Mr. Lloyd. — ^IVe ■will certainly. 

192. Chairman . — “ Page 74, 'paragraph 2 of Appropriation Accounts. — The 
instances quoted in this paragraph suggest the necessity of bringing promi- 
nently to the notice of the controlling officers the fact that no adequate control 
over expenditure is possible unless a careful watch is kept over commitments 
and liabilities.” 

Sir Frederic Gauntlett. — ^That is only an educative comment which is 
offered in every report every year somewhere or other. 

Mr. Lloyd. — The particular case which gave rise to the remarks in para- 
graph 2 was an unfortunate mistake. The cost of the Viramgam Customs 
establishment which falls under Salt, had to be incurred in the course of the 
year. The head of the department formd the money by re-appropriation 
and did not realise the necessity later in the year of watching the accounts 
under the particular head to see whether 'the re-appropriation had been 
necessary at all. It was mistake which should not have been made but for 
which there was some excuse. 

Chairman. — It really was a special occasion ? 
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Mr. Lloyd. — ^Yes. He was suddenly planted mth. an entirely new 
establisliment in the middle of the year. 

193. Mr. Das.— I find that in 1928, discussions regarding this took place 
in the Assembly tmder Customs. 

Mr. Lloyd. — It is clearly a Customs subject but actually the monej’^ was 
in the Budget against Salt. 

Mr. Das. — ^For a long time ? 

Mr. Lloyd. — I could not remember. Before 1928 certainly. 

194. Mr. Das. — ^In 1927, in the Public Accounts Committee, we discuss- 
ed the Viramgam line under Customs. 

Mr. Neogy. — The question then Avas Avhether and how far Ave were losing 
revenue imder Customs. That might be relevent imder Customs. 

Mr. Lloyd. — The point is purely technical. I cannot imagine any Finance 
Member raising a point of order if you discuss it on a demand for grant under 
Customs. 

195. Mr. Neogy. — I should like to put a general question. Is this the 
3rd or 4th year when A\'e are haAung commercial accoimts for the N. I. S. R. ? 

Mr. Lloyd. — This is the 4th. 

196. Mr. Neogy. — Last year Mr. Lloyd maintained that the fact that -this 
Department has been showing loss in any particular year did not warrant the 
conclusion that the Department as a Avhole was running at a loss, and he said 
it would not be fair to judge results on the basis of the figures of any one par- 
ticular year. He said that when Ave have the next year’s accounts {i.e., the 
accounts for 1927-28) Ave shall be able to look at the whole question Avith more 
success than in the past. I should like to have a statement from Mr. Lloyd 
noAV as to his promise last year on this particular point. 

Sir Frederic Gaimtlett. — My Director of Commercial Audit shoAvs me the 
balance sheet as on the 31st March, 1928, which shoAvs that in 1924-25 there was 
a profit of just under 10 lakhs ; in 1925-26 there Avas a loss of about 3-1/3 lakhs, 
in 1926-27 a loss of 3^ lalchs and in 1927-28 a loss of just over 3|- lakhs. These 
are the figures broAtght together for successive years for the N. I. S. R. De- 
partment. 

197. Mr. Neogy. — The profit of 1924-25 is counterbalanced by the recux- 
rmg loss of over 3 lakhs every year during the next 3 years ? 

Sir Frederic GauntleU.—T\xQ actual figures are Rs. 3.35,000, Rs. 3,55,000 
and Rs. 3,60,000. - ’ ’ 

+A, should like to make a general obserAmtion here. I think 

at when Ave are talking about the N. I. S. R. Department as a commercial 
epartment and test it by the profits that it makes, we are perhaps liable to 
emised. Actually, as! understand it, the policy in the past has been to 
e e consumer have the salt AA^hich Ave produce on our oaatt Avorks as nearly 

we of course make our return on the duty. "l 
i ^ should be pursuing a much more useful line of enquiry, if we were 
■a "e le cost of production rather than the profit and loss which is made 



73 


I know for example, tkat recently I had a file before me for settling the sale 
price at the various places. One did not take into account so muck tke 
possible margin of profit as wkat our general policy skould be in regard to 
adjusting prices as between various sources of production and tke centres of 
areas of consumption wkick tkey covered. We wanted to try and make a 
pretty even adjustment. 

198. Mr.'Neogy. — ^Is it not a fact tkat salt kas for some years past been 
sold at below cost price ? 

Mr. Lloyd. — ^Tkat is a fact. 

199. 3dr. Neogy. — ^For kow many years ? 

Mr. Lloyd. — I suppose for about 3 years ; now four years. 

Sir Frederic Gauntlett. — I quoted 4 jeaxs’ figures. 

Mr. Lloyd. — If one does not carry forward tke previous profit for tke 
benefit of tke consumer, tken it would be 3 years and so muck of tkis year as 
kas passed before we raised tke prices. We raised tke prices recently. 

200. Mr. Neogy. — l^Tien were prices raised last ? 

Mr. Lloyd. — In Sambkar, tke last raising, i.e., tke one before tkis year’s 
was in 1927, at Didwana in 1928, at Packbadra in 1927, at Kkewra, Warcka and 
Kalabagk in tke Salt range in 1927. 

201. Sir Frederic Gauntlett. — Are tke new prices still below tke cost of 
production as indicated in tke accounts for 1927-28 ? 

Mr. Lloyd. — Tkat is ratker difficult to answer, because tke Government of 
India kave tkis year decided in fixing tke prices to adjust them not directly 
witk reference to tke cost of production in tke particular source but so as to 
fit in as weU as possible witk tke convenience of Government in tke matter of 
supplying certain markets from certain sources so as not to divert tke demand 
from one source to anotker, so tkat tke total of tke selling prices wiU cover 
tke total cost price from all tke sources. 

202. Sir Frederic Gauntlett. — So far as tke N. I. S. R. Department is con- 
cerned, you do aim at neitker profit nor loss tkrougkout tke year on tke average 1 

Mr. Lloyd. — Tkat is exactly wkat we kave aimed at. 

203. Maul'd Abdul Matin Ghaudhury. — Have prices been raised tkis 
year ? 

Mr. Lloyd. — ^Yes. ‘ 

204. Mr. Mitra. — ^Vkat is tke rate now at Sambkar ? 

Mr. Lloyd. — ^At Sambkar 5 annas. 

205. Mould Abdul Matin Ghaudhury. — How muck in Kkewra ? 

Mr. Lloyd. — 4 annas and 6 pies. 

206. Mr. Negoy. — By kow muck kas tke average been raised tken ? 

Mr. Lloyd. — I am afraid I skall kave to work it out. It means weigkting 
all tke figures mtk tke output. It is ratker difficult to work out. 
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207. Mr. Roy. — Gan you tell us wliat are the causes which led to these 
losses ? 

Mr. Lloyd. — ^Might we refer to increase in cost of production instead of 
to losses in accordance with what you saidj Sir ? Take the clearest case of 
Elhe\sT:a. The increase is largely due to the recurring increase which is at- 
tributable to the expenses of the development schemes and particularly the 
electrification scheme which was discussed last year. 

Mr. Roy. — ^And also selling the salt below cost price ? 

i)fr. 3Iitra. — All the four causes are given on pages 75-76. 

3Ir. Lloyd. — There are innmnerable other factors. Since the war, labour 
costs have increased tremendously and the value of money has changed, so 
that it is quite impossible to go far back. 

208. Mr.Neogy. — 'Will you please turn to page 68 of the Eeport. There 
the cost is divided into Prime Cost and Overhead Charges. 

Under Sambhar you find the overhead charges are about 3 times the prime 
cost ; at Didwana the charges are less than the prime cost; there is nothing 
under Pachbhadra separately. In Khewra the overhead charges are half of 
prime cost ; in Pachbhadra again the charges are half the prime cost, and then 
in Kalabagli, the proportion is very much below ; it is a very small figm-e indeed 
as compared to the prime cost. Gould you please tell us as to how these 
divergencies arise in regard to the proportion of overhead charges to the prime 
cost ? 

Mr. Lloyd. — At Sambhar, far the largest item is “royalties and compensa- 
tions.” 

Mr. Ncogy. — That applies only to Sambhar 1 

Mr. Lloyd. — That is the only source where the item is of any importance. 

Mr, Ncogy. — What about the differences in regard to the other cases ? 

Chairman. — The answer is fairly clear if you look at the analysis of over- 
head charges. 

3Ir. Lloyd. — There is one point that I should make in regard to the accounts 
for this particular year for Khewra ; they are misleading in that the heaviest 
item outside prime cost is depreciation charges, which include depre- 
ciation for 1926-27 as well as for 1927-28. I think the Audit Officer might be 
able to explain that. 

Sir Frederic Gauntlett. — I think the answer really is that the Electrical 
Installation at Khe^vra Avas not finally settled mitil that time, and the actual 
cost of depreciation for the two years could not be calculated xintil then, 
and it was decided after the beginning of tlie second year to charge deprecia- 
tion from a particular date. 

209. Mr. Neogy. — Is there any means of finding out what the overhead 
charges, properly so called, in each case are, so that Ave may compare them ? 

Chairman. ^li you would look at the details given above, I thinlc all your 
questions are quite clearly answered. There is one curious point. The Avcigh- 
ment charges seem to be rather exceptionally heavy in Sambhar. 
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Mr, Lloyd. — They axe not disproportionately hea\’ 3 ’’ considering the out- 
put. 

210. Mr. Neogy. — ^How do you distribute the share of the expenditure of 
the Commissioner’s Office ? 

Mr. Badenoch. — ^Nine-tenths of the whole of the expenditure of the Commis- 
sioner’s office is divided among the various sources in proportion to the revenue 
expenditure. 

211. Maulvi Abdul Matin CJiaudhury. — ^With regard to the proportion 
between manufacturing charges at Sambhar and Didwana, in one case it is 
5 per cent, and in the other case it is different, though the method of manufac- 
ture is similar in both cases. 

Mr. Lloyd. — The difference is due to this fact. Didwana is a very small 
soxirce and we have been able to work it without any capital expenditure. 
At Sambhar, we had considerable difficulties ; we had to incur quite a consider- 
able amount of expenditure in order to make that source, which is one of the 
main sources, for the whole country as far as possible (barring floods), a reliable 
.‘jource. 

212. Maulvi Abdul Matin Chaudlmry. — You have the electrification 
scheme ? 

Mr, Lloyd. — The electrification scheme does not really make much differ- 
ence at Sambhar. 

213. Kumar Ganganand Sinha. — Do you thinJc that you will be able to 
reduce the cost of manufacture in the long run on account of the electrification 
scheme at Sambhar ? 

Mr. Lloyd. — I do not see any reason to suppose that we can hope for a 
further reduction in the cost. The on y thing by which we can reduce the cost 
of production is by an increase in issues. 

214. Mr. Neogy. — I have a recollection that last year the Auditor General 
said that the increase in the manufactiiring charges in these two centres prac- 
tically corresponded to the increase in the interest and depreciation charges 
ffue to the introduction of improved schemes. I do not know if I am 
oorrect ? 

Sir FredA ric GauntleU. — I do not remember having made any precise state- 
ment as that. I have no recollection. It is perfectly obvious, of course, that 
where over a period of years you have large capital expenditure, as has been 
incurred at Sambhar and Khewra, once you start maintaining commercial 
accounts, you must represent the effect of that financially by the interest and 
depreciation charges and the only way of setting off those are by increasing 
the output. In other words, I will repeat what Mr. Lloyd has said ; here is 
expenditure which is inevitable ; it can only be met by increased production 
which would only be justified if there were increased sales. There is also 
'another fact, a very elementary fact, and that is the introduction of mechanical 
means of excavation and manufacture ought to lead to a reduction of establish- 
ment. 

Mr. Neogy. — But has it so far ? 
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Mr, Lloyd.— 1 f.Tn'nk there has certainly been a reduction in labour charges 
atSambhar. I might mention that we have been now a examining for number 
of years the scheme of introducing mechanical transport at Khewra and we 
have made it perfectlj’^ clear that we shall not look at it until we know exactly 
how much econom}'- could be effected. 

215. Mr. Neogy. — I would draw your attention, Mr. Lloyd, to the last 
year’s Evidence, Volume II, page 122. There you say that “ it begins to appear 
probable that it will be really an economic proposition to substitute electrical 
for other transport, but we have not yet come to a final decision on the subject. 
If it is an economic proposition, it won’t raise the cost of production”. So 
the position stands exactly the same as it was last year ? 

Mr. Lloyd. — ^We are still in correspondence on that point, because we want 
to be absolutely certain that we are not going to increase the recurring charges 
by making the change. 

Chairman. — In fact, there is no prospect of a very large saving. 

ilfr. Lloyd. — ^There is no very great urgency. 

216. Mr. Neogy. — Is it not a fact that Khewra is really equii)ped for very 
much larger production than you are actually turning out ? 

Mr. Lloyd. — ^Yes, that is the case. 

Chairman. — That is of course an imeconomical feature of the high inf ere.st 
and depreciation charges. It might interest the Committee to know that 
Khewra, for instance, may have quite an important bearing on this question 
which the Tariff Board is going to investigate. If you crush Khevra salt, it 
will be quite suitable for consumption in the Bengal market, but it is really a 
question of freight, which we are taking up now. If we could open the Bengal 
market for Khewra salt, it might become a very important source of supply. 

There is also another aspect of the matter which the Committee might be 
interested to know, because it is a justification for having a larger capacity in 
an average year. The floods at Sambhar, as we mentioned yesterday, have 
resulted in the destruction of a large proportion of oiu* siuck at Sambhar. 
When that has happened, as you Imow, there ndll be a shortage of salt generally 
and if in any particular circle the shortage is somewhat great, speculators will 
come in and put up the flrices. The cost of production is quite negligible as 
compared to the difference which the consumers will have to pay if the specula- 
tors come in and put up the price of salt. It is likely that in order to prevent 
anything of the kind happening in the area which is normally supplied from 
Sambhar we shall have to decide to increase the production at Khewra and 
land in Delhi for delivery large quantities of IChevTa salt for transport to places 
lying to the South East of Delhi. That will have to be done at a slightly 
uneconomic price in the interest of the consumer. 

Mr. Roy. — I have seen a similar statement in the last year’s proceedings 
about the supply of Khewra salt in the Bengal market ? 

Mr. Lloyd. — ^We are talking now of the U. P. market. 

217. Col. Gidney. — ^What is the real cause that the improved methods do 
not cheapen the cost of production ? 
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Mr. Lloijd.—Wc'SiTe not yet satisfied that it is going to pay. After all. 
the advice given to us by the Engineers is only for consideration and we 
cannot entirely abide by that. Ther8 are many details which have to be scru- 
tinised and criticised. I think the Public Accounts Committee will be prepared 
to agree that the engineer is not always the final arbiter of the financial aspects of ' 
an engineering scheme. 

218. Mr. Neogy. — ^hlay I come back to what Mr. Badenoch said because it 
is a question of reduction in the establishment charges as a result of the intro- 
duction of the electrification scheme. Has an^dhing been achieved in the way 
of, economy so far as Khewra is concerned ? 

Mr. Badenoch. — In the year under review the actual manufacturing 
charges went up by a laldi of rupees. 

Mr. Neogy. — ^Has this aspect been borne in mind ? 

Mr. Lloyd. — ^Yes, very carefully. 

219. Kumar Ganganand SinJia. — ^We heard from Mr. Lloyd that the de- 
crease in the cost of production would very largely dei^end upon the increased 
consumption of salt, but we find that thousands of maunds of salt are still 
imported into India. Can we not supplant the imported salt by the indige- 
nous salt ? 

Chairman. — That is a question which we have just decided should be 
investigated by the Tariff Board. 

220. ilfr. Miira. — We find, referring to last year’s Report, that the Chair- 
man of the Public Accounts Committee said that the Committee would be fuUy 
entitled to press Government for further action in the matter, and later on he 
said that if this goes on from year to year, the Public Accounts Committee 
would be fully entitled to examine the whole question afresh, but we find 
this year again that there is no chance of the cost of production going 
down. 

Chairman. — ^We are trying as a matter of fact to use this statement of 
account to give us a review of the commercial results and are trying to analyse 
the worldng cost. To do that effectively we would want to have figures 
presented in a different way. It will be very instructive to see this sort of 
analysis in each case and compare them from year to year. 

Mr. Miira. — ^We think this question is very important as we have to 
answer questions every time. There is a strong public feeling in the matter 
with regard to the raising of the salt duty, and this is a fact which must be 
recognised. 

Chairman. — You will realise that what we are discussing here represents 
a very small part of the field of salt production in India. 

221. Maulvi Abdul Maim Ghaudimry. — Can we not get this year the 
statement which you refer to ? 

Chairman. — ^I -have no doubt that we can get ready for circulation to the 
Committee a full analysis. 
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- ilfr. Neogy. — Mgiit I suggest in this connection that AL‘. Lloyd might 
look up his evidence on these points given last year as also the year before 
because he, will find that there were certain questions asked which he could 
not answer. Sir Frederic Gaiuitlett said we could not ascertain whether the 
original plant was more than necessary. Now it would be very useful if 
Mr. Lloyd were to loolc up his evidence last year and give us the necessary 
information. 

Chairman. — I should like to tell the Committee that the whole question' 
of the efiicient administration of the Northern India Salt Department is a 
subject which I have taken up m 3 ^self with Mr. Lloyd, and we had a great 
many discussions on it. It is not ea.sy to alter the existing organisation 
quickly and one has to consider the question of the j)ei-sonnel and other cognate 
questions. I thinlc it would be somewhat diflicult to get the sort of Keport 
for circulation to Members of the Committee this year in a reasonable time : 
it might probably involve a good deal of work to prepare an elaborate analysis 
of the cost of production and compare it with the cost at each source ? 

Sir Frederic GauntkU. — I might .state, >Sir. that I have; figures here, not 
of the detailed analysis, but of the final cost of production during the last 
three years. The position is complicated because up to 1927-28, Sambhar 
and Didwana were grouped together, wherca.s now they are separate ; also 
KheAvra, Warcha and Kalabagh were gi-ouped together, and these are now 
separate. However, there is a statement in the annual report which was sent 
in to the Central Board of Bevenue which gives the figures, as far as they are 
kept. 

Mr. Lloyd. — It will require considerable annotations, for example, the 
peculiar effect of compensations at Sambhar. 

222. Mr. Neogy. — Now, wth regard to the effect of royalties and compen- 
sations upon manufacturing charges, is it not a fact that the amount of 
royalties and compensations varies with the quantity of salt issues ? 

Mr. Lloyd. — Onty })artially. 

Mr. Badenoch. — May I say that the total amount of royalties and com- 
pensations is divided among the various heads in relation to the quantities 
issued. 

223. Maulvi Abdtd Matin Chaudhury. — ^At page 76 a reference to the 
causes for the increase in the cost of production is made. Can Jlr. Lloyd, 
tell us what are the causes ? 

Mr. Lloyd. — I have mentioned the reason for it in Khewra. At 
Pachbadra there was no increase ; at Sambhar and Didwana taken together, 
there was an increase in the manufacturing charges from 4,26,000 to 5,19,000. 
But in the same year there was an increase between the two of production 
from 49 lakhs to 68 lakhs maunds. I think the onlj’" source where the increase 
is really serious is at Khewra. s 

224. Chairman. Does the Committee wish to pursue this question of 
getting out some sort of fuller statement ? I do not want to promise too much 
this year,., because I am sorry we all of us are very busy just at the moment 
and it is difficult to devote the necessary time to collect the details, so I do 
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not want to promise to provide a useful Eeport before tbe Committee separates 
but I •wiU promise to talce up the matter with hir. Lloyd and consider how we 
can best place the information before the Committee in a more instructive 
form. 

ilfr. Neogy. — If you are going to have a memorandum of the details we 
may have some information as to whether the officers at Sambhar and Khewra 
are charged anything for the use of electricity, and if so, what does that 
amount to ? 

225. Mr. Neogy. — The suspicion has been all along that these electri- 
fication schemes have been influenced quite as much by the considerations of 
ghdng amenities to the officials there, as in the interests of so called economy 
and all that ? 

Sir Frederic Gcmntletl. — Cannot those questions be buried ? We have had 
them now for the last three years ? 

Mr. Lloyd. — I shoidd like to take the opportunity to repudiate that 
suggestion. 

Chairman. — As a matter of fact, even if that is a fact, I do not personally 
see that it is an3d;hing to be particularly ashamed of. Take Sambhar for 
instance : if we did not provide these amenities, we would probably have to 
make it up to the officers in some other way. 

ilfr. Lloyd. — It is imfair to suggest that the real motive power behind 
these schemes was the personal interest of the officers. 

ilfr. Roy. — Mr. Neogy did not suggest that. 

226. ifr. Neogy. — At any rate this is one of the considerations that have 
weighed vdth you for not agreeing to scrap the electrification scheme. I will 
refer you to page 106 of Volume I of last year’s Report where you say : — 

“ Having thus inevured an additional capital expenditure of over 4^ 
lakhs and sacrificed certain services that the Government as 
benevolent employers cannot regard as . unimportant, namely, 
the electric lighting and ventilation of the offices and official 
quarters, as well as the possibility etc., etc.” 

So this certainly was one of the considerations that weighed with you in com- 
ing to the decision that, apart from other considerations, you could not go 
back upon this scheme ? 

ilfr. Lloyd. — They weighed mth us but the question was put suggesting 
that this was the primary consideration : I said it was one of the considera- 
tions — ^it does not follow from that that it is a primary or even an equally 
important consideration. 

227. Mr. Neogy. — The question of principle underlying this point is this : 
you stated in your memorandum last year that this scheme, both at Sambhar 
and at Khewra, was to be considered as a national insurance against possible 
shortage and that it would lead to an inevitable increase in the cost of pro- 
duction. What I want to loiow and what comes certainly within the duty 
of the Public Accounts Committee is whether these factors were presented 
to the Assembly or the Standing Finance Committee when the projects were 
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placed before tliem. It is our duty to find out whether the money which has 
been obtained by certain representations from the Assembly has really pro- 
duced that result. 

Glmirman . — As far as I am concerned I very much welcome the interest 
shown by this Committee and I think it will aU tend to efficiency, but I am much 
more interested in the efficiency of the future than in xmearthing a lot of things 
from the past : I think we ought to take more interest to see that this whole 
undertaking is efficiently rim in the future. 

228. Mr. Neogy. — ^Blay I remind you, Sir, respectfully, that I quite 
appreciate your interest as Finance Member in the future of tliis department : 
but I would request you respectfullj’^ to forget that while j^ou are in this 
Chair you are not the Finance Member, and that the primary function of this 
Committee is to conduct a sort of post-mortem examination into the past, and 
so you cannot get away from the fact that we have got to do with the past 
and not with the future and that is why we sit here. What I want to ascer- 
tain is : Avere the reasons that you advanced in your memorandum last year 
as justifying these schemes ever put before the Assembly in justification of the 
grants you secured from the Assembly or the Standing Finance Committee ? 
You could easily look up the papers and saj’' whether this is not an after-thought 
and whether this was the justification that was put forward before the 
Assembly. Were not statements made by responsible members of govern- 
ment sa 3 dng that this will lead to cheapening of salt and a remarkable 
expansion in the manufacture of salt in India and all sorts of things ? 

Mr. Lloyd — If those statements were made they were made so long ago 
by officers of another department, before the Central Board of Revenue was 
•created and before the Finance Department had taken over the administration of 
“this Department, that I think it is time that a decent bruial was given to them. 
The Sambhar development scheme took place before the Reforms, I think. 
Some of the grants for KheAvra were obtained by us, but the whole scheme 
had been decided upon before the Central Board of Revenue took over Salt, 
The primary grants in connection Avith Khewi’a, of which this electrification 
was one part, date right back to, I thinlc, the first year of the Assembly’s 
existence ; and I do not think it is really worth going into the statements that 
were then made to the Standing Finance Committee by another department 
of government. 

Sir Frederic Gauntleit. — These things have been discussed and exactly 
the same questions were put 

Mr . N eogy. — But no definite ansAvers have been elicited ; that is my com- 
plaint. 

229. Mr. Mitra. — ^May I refer to page 188 of last year’s report, where the 
Chairman said : “ The present Committee can express its opioion but what- 
ever it may say Avill not estop a future Public Accounts Committee from 
further pursuing the matter ”. It is quite clear that this is not estopped. 

Sir Frederic Gaunilett. — May I read the Report itself which says : — 
.Seeing that the accormts have been commercialised and that future 
Appropriation Accounts Avill show the cost price of salt at its 
•source in accordance Avith the recommendation which we make 
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elsewhere, it will be possible for future Committees to judge 
bow far the hopes expressed are really justified by the results 
and it will be open to them to suggest, if necessary, that Gov- 
ernment should re-examine the whole situation in order to see 
whether any measures cannot be taken to make production 
• more economical. In the circumstances we are of the opinion 
that no further action is necessary on our part at the moment.” 
That is, the future action of the Committee would be determined by the facts 
of the year and not to reopen all the questions about what was done six or 
seven years ago. 

• 230. Mr. Neogy. — May I reply to the charge of the Auditor General about 
the same question being repeated every year. May I refer to page 120 of the 
evidence volume of last year ; Mr. Chaudhury put this question to Mr. Lloyd : — 

“ It appears to me that every year the Central Board of Eevenue are 
discovering new reasons. When the scheme was first introduced, 
it was only for the purpose of increasing output, and now we 
are told that it is to facilitate lighting and secure ventilation 
and avoid smoke.” 

You do not find any reply given by anybody. I really want to pin the de- 
partment down to the exact reasons that were put forward before the Assembly 
and the Standing Finance Committee in justification of these schemes and we 
have not succeeded in getting any reply. 

Chairman. — Mr. Lloyd has already pointed out that the schemes were 
actually initiated before his department came into existence. 

Mr. Neogy. — I do not mind which department is going to answer this 
question. 

Mr. Lloyd. — In connection with Mr. Chaudhury’s question I referred to 
the old proceedings of the Standing Finance Committee and I find that ex- 
tremely little was stated. 

231. 3Ir. Neogy. — But what about the statements made on the floor of 
the House by the Members in charge ? I want to compare the two, the justifi- 
cation put forward then before the Assembly and that now put before the 
Committee. 

Sir Frederic Gauntlett. — ^May I ask Mr. Neogy whether this question was 
not discussed on the floor of the Assembly and a specific vote taken on the 
subject ? 

Mr. Neogy. — ^Not on this point. I asked for an inquiry into the Sambhar 
afiair and this question casually came up. 

232. Kmnar Ganganand Sinha. — I do not quite follow Mr. Lloyd’s ob- 
servation ; when his department was first created, was it not the duty of his 
department to carry out the undertakings given on the subject by the depart- 
ment which preceded it ? 

Mr. Lloyd. — That is rather a difficult question to answer. Of course it 
is our duty to conduct the department in accordance with the policy that has 
been laid down ; but if at any time in the past a member of the Government 
HG2Cl>BFiii- ' ' 6 
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had expressed a hope which, as it turned out, was incapable of realisation 
as' for exaruple, if it had ever been suggested that by increasing the capacity 
of output you would automatically increase the market and therefore increase 
the revenue — , we cannot compel that to happen. 

Kumar Ganganand Sinha. — I quite sympathise with hlr. Lloyd ; but 
what I say is this ; when these statements were made by certain members 
of the Government, were they not made on behalf of Government and not in 
their personal capacit)’" ? 

Mr. Lloyd. — On behalf of Government. 

Mr. Mitra. — I thinlr we can have some idea of the reasons if we refer to 
page 198 of volume II of last year’s report, where Mr. Lloyd says : 

“ Electrification was introduced because it was necessary to find power 
for these very impoitant and very powerful pumps that were 
to be installed in connection with the new system of turning the 
end of the lake into a reservoir.” 

It was originally taken up for power for the two pumps and gradually 
the scheme was developed. 

Mr. Lloyd. — That is as regards Sambhar ; that was all settled even 
before the Reforms ; I would suggest that there should be some limit to the 
exhumation of the sins of past governments. 

233. Mr. Neogy. — Are we then entitled to come to this conclusion, that the 
hopes held out by the Government in the past that these schemes would actaial- 
ly result in an increase of output and reduction of cost have not been realised, 
and in putting forward the plea that these schemes have to be looked upon 
as a sort of national insurance, the Central Board of Revenue is suggesting 
something which was never presented before the Assembly by the Govern- 
ment in the past 1 

Mr. Lloyd. — That may be the case, but the Central Board of Revenue is 
naturally more interested in the present and in the future than in the past. They 
are certainly very good reasons for maintaining the works and the installation. 
It would be improper to say that the power liouse on the scale installed at 
Sambhar Avould never have been installed but for fans and lights for the 
officers. 

Maidvi Abdid Matin Chaudlmry. — We do not grudge those amenities : 
our main point is that the electrification scheme should not lead to an increase 
in the price of salt : that is our main point : small amenities we do not grudge. 

Mr. IJoyd. — The course of the discussion last year was that you have this 
electrffication scheme there and the Committee were satisfied that having got 
them it would be imwise and unfair to scrap them. That, as far as the C. B. R. 
is concerned, seems to be the main issue. 

Chairman. — It seems to me the position is this ; what this Committee is 
concerned with at present is the accounts for 1927-28. Mr. Neogy has raised 
the point and he makes the suggestion or perhaps he actually makes a charge 
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that the schemes for electrification at Khewxa and Sambhar were badly con- 
ceived, that they were not justified at the time and that they have not pro- 
duced the commercial results that were promised. The furthest that this Com- 
mittee could go would be to record an opinion that the results of 1927-28 
are evidence that mistakes were made when these schemes were originally 
framed. 

ilfr. Neogy . — ^And that the justification for the schemes, that is now 
being put forward was not placed before the Assembly when the grants were 
obtained. 

Chairman . — ^As I said, the most that the Committee would be entitled to 
say — though I myself do not agree ndth it — would be that the reported results 
as shown by the accounts for 1927-28 are again evidence that these schemes 
have failed to achieve the object with which they were started. 

Mr. Lloyd. — I would like to suggest that one should be careful about that, 
because there is no doubt whatever that, although it may be that Mr. Neogy 
is right in saying that unrealisablc promises were made to the Assembly, what 
he has called the national insurance aspect of the matter was certainly, on the 
part of the officials responsible, the primary moving consideration, especially 
at Sambhar. You have only to look at the history of the case to see that that 
was the main reason. 

Chairman . — I wish to repeat that I think the furthest that this Committee 
could go would be to say that the accounts for this year under review, 1927-28, 
are further evidence that the schemes were ill-conceived. I myself think that 
that statement would not be justified because I do not think that we have 
before us sufficient evidence, nor have these undertakings been working long 
enough for us to be able to say, looking back at the past, that it was a mistake. 
I have made a suggestion to the Committee which would turn all our attention 
to a much more valuable direction, which is that we should endeavour in future 
to give the Committee an opportunity to make a much more effective review of 
the commercial working of these various salt iindertakings and it is only after 
that we should be justified in recording an expression of opinion such as that 
Mr. Neogy wants us to record. I would ask the Committee in these circums- 
tances to refrain from committing themselves to a definite statement that the 
results now before us prove that the scheme was a failure. I suggest that in 
the report we insert a passage to the effect that an examination of the 
accounts of 1927-28 reinforces the recommendation made by the Committee in 
paragraph 17 of their report last year and that the Committee reserves further 
recommendations until it has had an opportunity of considering and examin- 
ing a fuller report on the commercial results which is promised next year. 

Mr. Neogy . — have no desire to pursue the point. 

234. Mr. Das . — Will the Tariff Board examine the cost of production of 
salt at Sambhar and at TCh p.wra. ? 

Chairman . — They would do so and would also consider relevant questions 
such as possible economies if the scale of production was increased. The cost 
of production was relatively unimportant in salt ; transport was really^the 
major factor. 
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235. Mr. Das. — The discussions in this Committee for the past four or five 
years on this subject may be sent to the Tariff Board. 

Mr. Lloyd. — I shall do so. 

236. Mr. Das. — ^You are supplying electricity to outsiders at a loss at 
Sambhar. 

Mr. Lloyd. — No. At a gain. 

Mr. Roy. — ^You have made a good thing out of this Sambhar ? 

237. Mr. Mitra. — ^Have the recommendations in paragraph 10 of Mr. 
Pitkeathly’s report been acted upon ? 

Mr. Lloyd. — ^^A^’e have taken action to comply with those recommendations, 

238. ilfr. Mitra. — That has not resulted in a reduction in the cost of pro- 
duction ? 

Mr. Lloyd. — ^AA^e have not found any more outside consumers. 

239. Maulvi Abdul Matin Chaudhury. — ^AAhth reference to Mr. Lloyd’s 
statement that he is selling at Khewra at a profit may I draw his attention to 
page 119 of last year’s report where \ on have this, “ In this case the actual cost 
to Government is 2-873 annas per unit against which Government only re- 
ceives 2-5 amias from the company”. 

Mr. Lloyd. — AAh'II you read the last sentence of that paragi‘a]>h ? “I may 
also note that if the sujiplies to Phulera and Sambhar are considered together 
d;here is no loss, but a small profit.” 

240. Mr. Mifru.— J\Iay we take it that the expectations from hlr. 
Pitkeathly’s report in paragraph 10 have not been realised by a reduction in the 
cost of production. It suggested that if we adopt those recommendations there 
is a lilcelihood of a reduction in the cost of production. 

Mr. Lloyd. — PTo. The reduction as a result of putting into force those 
recommendations which appear on jjage 113 could not bo very considerable as 
compared with all the other items, but I certainly would not admit that the 
measures we have taken in accordance with hir. Pitkeathly’s recommendations 
have not resulted in any economy. 

241. Mr. Neogy. — I am going to repeat another old question again for the 
reason that the question has not lost its interest because it is old. The question 
is, is there any intention of introducing a commercial system of accounting for 
the provinces of Madras, Bombay and Burma. Burma, I understand, has been 
directly taken over by the Central Board of Revenue. 

Sir Frederic Gaunilett. — ^I am very grateful to you, hir. Neogy, for raising 
that question. I think it is only right to state that we as accountants are not 
satisfied with the actual way in which commercial accounts are being main- 
tained at present. The system was modified under pressure from the executive 
and although part of what was then cut out has been re-introduced, I carmot 
say as an auditor or an accountant that w^e are yet completely satisfied with the 
form in which the accounts are maintained. 

ClMirrnmt. —WAch. accounts ? 
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Sir Frederic Gauntlett. — ^The commercial accounts of tlie Salt Department. 

Chairman. — ^You are not referring to Mr. Neogy’s point ? 

Sir Frederic Gauntlett. — ^No. 

Mr. Lloyd. — ^As regards Mr. Neogy’s point "we have not taken any measures 
to extend the system of commercial accounting to other sources. 

242. Mr. Neogy. — ^Is there any intention on the part of the department to 
do so ? 

Mr. Lloyd. — To the best of my Imowledge the matter has not been under 
consideration lately. I do not think I can say there is any present intention of 
doing so. 

243. Sir Frederic Gauntlett. — ^Don’t you consider that the results which 
have been obtained from the commerciabsation of the Northern India Salt 
Department is a justification for extension to the provinces ? 

Mr. Lloyd. — Very probably it would be a good thing. It certainly would 
be a good thing to examine the desirability of extending the system to the 
provinces. 

244. Chairman. — Why should there be any doubt about it ? 

ilfr. Lloyd. — The main point is of course that the buUc of the operations of 
the Salt Department in the provinces are not commercial at all. Outside the 
Northern India Sait Department we only have one large source m the Bombay 
Presidency at Kharagoda, a few small sovuces in the Madras Presidency, and 
a few very small sources in Burma which are Government sources and the 
activities of the Salt Department in those provinces are mainly concerned with 
preventive work, that is to say, supervision of private factories where of course 
the question of commercial accounts does not come in. 

245. Sir Frederic Gauntlett. — ^Don’t you think that an introduction at 
least at Kharagoda might be valuable ? 

Mr. Lloyd. — I wiU certainly be prepared to have that question immedia- 
tely examined again. 

246. Chairman. — ^Do you confine your question to conunerciabsing Gov 
ernment salt producing undertakings bice Kharagoda or do you intend to go 
further in your suggestion ? 

Sir Frederic Gauntlett. — ^I have not formulated any definite views on the 
subject, but I believe Mr. Eajagopalan’s report has already been with the 
Government for some time and it deals with the subject rather thoroughly. 

' Chairman. — I am afraid I am not acquainted with that report. I find it 
rather difficult to understand the suggestion which goes further. I should have 
thought that the suggestion for introducing a proper commercial system of 
accounting in places like Kharagoda on the face of it is so reasonable that it 
ought to be undertaken at once, but I cannot see how it can go further. 

Mr. Rajagopalan. — I do not think that my report contemplates the intro- 
duction of commercial system to other than purely Government manufacturing 
concerns. 
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Chairman. — Then it reduces itself to a proposal of quite a small dimen- 
sion. 

Mr. Eajagopalan.—Yes. But, of course, costmg would be useful because 
if we get the cost of production that could be applied to judge the price at which 
the licensees manufacture salt. In that way it wiU be a useful test. 

Chairman. — suggest to you, Mr. Lloyd that an undertaldng might be 
given on that subject that it will be dealt with before the Committee meets 
again next year. 

Mr. Llotjd. — I will start an examination of it. 

Chairman. — The Committee can record that the commercial system should 
be introduced at all other Government salt producing undertakings. 

247. Mr. Mitra. — ^Axe other stores accounts elsewhere in India being 
audited by the Auditor General now ? 

Mr. Lloyd. — Yes. 

Grant 19. — Opnm. 

Chairman. — e now turn to paragraph 28 of the Auditor General’s letter 
which deals with pages 78 to 98 of the report, Grant No. 19, Opium. 

248. Mr. Miira. — We had a discussion last time as to what should be 
considered a new ser\dce and where the Auditor General thinks that a thing 
should be considered a new service the Public Accoimts Committee should give 
its opinion either way. So I think we are called upon to give our opinion whe- 
ther that should be considered a new service. Page 81 note 2. 

Mr. Lloyd. — The question relates to the erection of a boiler and electric 
generating plant at Ghazipm Opium Factory. In my personal opinion it is 
very far from being a new service and hardly at all can it be described as even 
a new instrument of service. We had a boiler before. We had engines for 
supplying power in the workshop. The boiler was principally used for driving 
the engines and for supplying steam used for heating in certain processes in the 
factor}’. 

Sir Frederic Gaimtlett. — Is it replacement of a previous boiler or replace- 
ment of a form of power ? 

Mr. Lloyd. — Partly alteration of a form of power and partly rejDlacement. ■ 

Sir Frederic Gawitlett. — ^And it only cost Bs. 20,000 ? 

Mr. Lloyd. — Rs. 65,000. It was a replacement of a method of 
lighting. It is extremely important in the case of the Ghazipur Opium 
Factory in consideration of the enormous value of the contents that there should 
be a very efficient guarding and the perimeter of the factory enclosure has to 
be lit and electrification gives an improved and more efficient lighting. 
For those reasons I should say it can hardly be described as a new 
instrument of service even. It_is merely a replacement. 

Sir F rederic Gauntlett. — I think the Comimttee last year did accept the 
position that a replacement need not be considered as a new service or a new 
instrument of service and I think this Committee need not go too minutely into 
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questions as to wlietlier it is a teclinical replacement or a scrapping of one form 
or substitution of another form. I do not think this Committee need go into 
questions of that character too minutely. 

249. Kumar Ganganand Sinha . — ^hfay I refer to^sub-paragraph (6) of 
paragraph 28 of the Auditor General’s letter. It says, “ The Public Accounts 
Committee may wish to know why the effect upon the budget of the abolition 
of divisions could not be foreseen ”. 

Mr. Lloyd . — The reason for that is this, that the position regarding the 
number of divisions to be settled is reviewed after the end of the season, that 
is to say, after April, with a view to making arrangements for the following 
season which is to begin in October. As the Committee is well aware, the 
output of opium is an extraordinarily variable quantity and if we had in one 
season a very poor outturn we should at the following season make a larger 
settlement of land for opium than if we had had a very good outturn in the 
previous season. We cannot Imow until April at the earliest what sort 
of outturn we are going to have and therefore we cannot know what the 
next year’s settlement will be. Of course, the Committee will fully agree that 
that being so, it would be absurd to postpone economies if we had larger 
outturns in the previous season, merely because we have budgeted for a 
settlement which included some of the divisions which we foimd it possible to 
abolish. 

Sir Frederic Gauntlett. — find in the explanation given by the accounts 
people that there was some reduction made in the budget on account of a 
reduction of divisions but obviously that was not carried far enough. 

Mr. Rajagopahn. — The Pay and Accounts Officer fully foresaw the 
abolition of the divisions and he increased the lump sum deduction in D. 7 
from Es. 10,000 to Es. 40,000 and the anticipated savings fully material- 
ised. The matter was fully taken into consideration and given effect to in the 
lump sum deduction. There was some correspondence between the Opium 
Agent and the Pay and Accounts Officer and eventually the C. B. E. sided 
with the Pay and Accounts Officer. and enforced the lump sum deduction. 
It is all rmder D. 7. 

Grant 84. — Capitol Outlay on Security Printing, 

Chairman. — ^I think that really sufficiently answers the questions. The 
next item is paragraph 75 of the Auditor General’s letter dealing with the 
Security Printing Press. The first thing is the capital outlay on Security 
Printing. I understand that that has been settled. Next is the last sub- 
paragraph, second sentence, regarding the form of the accounts relating to the 
Security Printing. It is tmderstood that the form^^of accounts has since been 
approved by the Government of India. Is there any further question to be 
raised about that ? 

250. Mr. Bos. — You are producing stamps at less price thaii when yon 
got them from England ? 

Mr. Lloyd. — Yerj much less. 

251. Mr. Bos . — Out of Es. 53 lakhs of capital you have spent about 
Es. 20 lahhs on buildings and 9 lakhs on machinery. A commercial firm 
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would not spend so mucli money on its buildings. Please refer to naues 
and 625 of tbe report, Blance Sheet. 

Ghairman.—l do not think you can have any standard of that kind 
Suppose there is a company whose business is warehousing. 

Mr. Das. — ^Mr. Lloyd, you do not do warehousing ? 

Mr. Lloyd.— "W q do some warehousing. AVe have a central stamp store 
which cost a lot. ^ 

_ Mr. Roy.— I have been to Nasilc and I can tell you that I am Quite 
satisfied that the amount has been usefully spent. ^ 

Sir Frederic Gauntlett.—l think the total assets, if you take awav the 
personal ledger accouns and cash in hand, amount to Rs. 46 lakhs and 18 
lakhs on buildings is not such a very large proportion. 

^^^^0/mrman.— Has any Member got any other questions to put to lilr. 

262. Mr. Lloyd. I do not know if the Committee i s interested in flip 
point niontioned in pago 109 of tlio report but I tbinit the foots there show 
that onr decision was wise to the effect that we need not insine suppHe. ol 
stomps ond sbitioneiy sent from the press but carry the risk oSselves 

““““ of sto^TaS 

Kxmar Ganganand Sinha.—mx&t is your present praefiVo ? rio 
send the stamps on the railway risk or on your own risk^ ’ 

Mr. Lloyd.— kt our own risk. For railwav rick wp i 

a very heavy charge and we send them at oiu* ovm risk and the 
reported show that it has been a very wise decision. 

Chatr7nan.— Let us hope that it will continue to be a wise decision. 

Grant 40 .^ — Ceniral Board of Rercm/e 

W Gorier tottbllt s“:4\arS 

pnation accounts of the Governor General in Cnnnpii appro- 

refer to any particular we cannot omit to 

formally ™ onght 

no questions on the Auditor General’s 

and not the Auditor Gener^^letter!” appropriation accounts 

mX"' “ Grant Wo. 40 ? 

“Ry of Officers“t is*''rjce:rof 

ri/-ii-krtr4 j-1 n - v.'xvctioc 


» the pay of the sTeieTai; bv'^L C '’f 

budget estimate had been framed. ^ ^ Secretary of State after the 

Mr. Slattery is^rry^“„S on“o® bSaboSmu^togT^^^*'” 
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Mr, Lloyd. — ^TMs does not relate to the accounts of 1927-28, hut still I 
can answer it. We had a conference of representatives of excise officers in 
Simla in 1926 and we had considerable discussion at that conference as to 
whether there should be any central organisation concerned with the preven- 
tion of smuggling of dangerous drugs. There was some difierence of opinion 
but it was agreed by all that it would be desirable to establish a central 
intelligance bureau. The difierence of opinion arose upon the further question 
as to whether there should be in addition some executive central stafi operating 
throughout India. We have been following up the point upon which there 
was unanimity, that is to say, the question of establishing a central intelli- 
gence bureau for dealing with dangerous drugs and in order to investigate that 
question and to report as to whether in practice a bureau of this kind should 
be established Mr. Slattery has been appointed on special duty. 

Mr. Roy. — The lead has been given by the League of Nations ? 

Mr. Lloyd. — I think there is no doubt that in convening the conference 
of 1926 we were largely influenced by our examination of the Dangerous 
Drugs Convention of 1925. It arose out of our examination of that conven- 
tion just as the Dangerous Drugs Bill which we hope to pass this session 
dates back to the same thing. 

256. Mr. Neogy. — ^Sly point has not been answered yet. Why was not 
this placed before the Assembly in the shape of a supplementary grant ? 
Was it placed before the Standing Finance Committee at all 1 

Mr. Lloyd. — ^I do not recoUect its having gone before the Standing 
Finance Committee. If I may be permitted, I will send for lilr. Sundaram 
who will possibly be able to explain. 

257. Mr. Neogy. — ^Why was not the supplementary demand placed before 
the Assembly ? 

Mr. Lloyd. — There may be some explanation which Mr. Simdaram could 
give in a moment. 

258. Maulvi Abdul Matin Ohaudhury. — ^In regard to A — ^Pay of Officers 
(Non-voted) on page 149, why was a supplementary demand (Rs. 2,000) 
asked for ? 

Mr. Lloyd. — ^When we had to get extra money imder the head of “Pay 
of Officers ” we failed to anticipate the full extent of saving which would be 
available .under “ Allowances ”. We actually wanted Rs, 4,000, and we 
took Rs. 2,000 by reappropriation and we thought we could not get the 
remaining Rs. 2,000. It was a miscalculation. We did ou- best and consult- 
ed the Pay and Accounts Officer before taking action. 

259. ’ Mr. Lloyd. — With regard to this increase in the pay of the Secretary 
sanctioned by the Secretary of State Mr. Neogy has asked whether that was 
placed before the Standing Finance Committee or the Assembly. 

Mr. Sundaram. — ^I do not think it was. 

Mr. Lloyd. — Can you say why ? 

Mr. Sundaram.— 1 thinlc it was because the sanction of the Secretary of 
State came very late. 
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Mr. Lloyd . — I am afraid we cannot say definitely wliy it was not put 
before tlie Standing Finance Committee. . . 

Mr. Neogy . — Wliat about the Assembly, why was it not put before the 
Assembly as a supplementary demand ? 

Mr. Lloyd . — The money was available by reappropriation. 

Mr. Neogy . — ^But why could not a token vote be taken ? 

Mr. Lloyd . — That is the question you have raised. If it had gone before 
the Standing Finance Committee it will be realised that a token vote would 
not have been necessary. The question really is why it did not go before 
the Standing Finance Committee and that is what we cannot answer. W(j 
have never gone before the Standing Finance Committee even when the pay 
of the post was originally fixed and the explanation probably is that it is 
a temporary post. 

Mr. Roy . — When was it created first ? 

Mr. Lloyd . — In April 1924. 

Mr. Neogy . — But have you not to go before the Standing Finance 
Committee even in the case of temporary establishments ? 

Mr. Lloyd . — We will look this point up and find out. 
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Evidence taken at the sixth meeting" of the Public Accounts 
Committee held on Thursday, the 15th August 1929, at 
11 a.m. 


Present : 


(1) The Hon’ble Sir George Schuster, 


Chairman. 


(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi Abdul Matin Chaudhury. 

(7) hlr. K. C. Neogy. 

(8) Maulvi Moham]siad Yakub. 

(9) Mr. K. C. Eoy. 




y Members. 


(10) Sir Frederic Gauntlett, Auditor General, 

(11) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(13) Mr, 0. A. Travers, Accountant General, Central 

Revenues. 

(14) Mr. T. K, Rajagopalan, Officer on Special Duty, 

Finance Department. 

(15) Mr. P. M. Rau, Audit Officer, Indian Stores De- 

partment. 

(16) Mr. B. Nehru, Deputy Auditor General. 


J^Werealso 
I present. 


j 


Mr. T. Ryan, Secretary, Industries and Labour Department. 1 
Lt.'Colonel F. C, Shblmerdine, Director, Civil Aviation. 1 


Lt.-Colonel K. M. Kirkhope, Chief Controller of Stores. 

Rai Bahadur J. P. Ganguli, Under Secretary, Industries 
and Labour Department. 


yWitnesses. 


Mr. R. R. Reaks, Assistant Chief Controller of Stores, 
Indian Stores Department. 


Grant 60. — ^Aviation. 

260. Chairmnn . — ^We are starting with the Aviation grant. I myself have 
* got no questions. Has any other member got any questions ? 

261. Mr. Das.- — 1 would like to ask whether the aerodromes that we build 
are used solely for civil purposes or are they utilised for military purposes also '? 
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Colonel Shelmerdine — Only civil. 

262. Mr. Das. — If the military use these aerodromes, do you charge them 
any rental ? 

Colonel Shelmerdine. — ^No. 

Mr. Das. — Do the military take advantage of the civil aerodromes ? 

Colonel Shelmerdine.— -Tlhey will in future. They have not done that in the 
past. 

ilfr. Das. — If the military use the civil aerodromes, will you charge them ? 

Colonel Shelmerdine.— ’SMe; question has not been considered. The prac- 
tice in England is that machines of the Royal Air Force use all the Government 
aerodromes free, whether Civil or Military— that is, Government machines. 

263. Mr. Ro7J. — MTiat about foreign visitors 1 

Colonel Shelmerdine. — They pay. 

Sir Frederic Gauntlett. — There is one difference between India and England. 
In India the j\rmy has been recognised as a semi-commercial department but 
I do not thinlr that principle applies in England. 

Chairmnn. — I should imagine that the amounts involved would be very 
small and I should think the time has not probably come to raise the question. 
We may get benefits from the civil point of ^dew from the Royal Air Force which 
they do not charge us for. For example a machine of the Royal Air Force has 
just made a trial flight to Rangoon, and they often make flights of that kind, 
which provides valuable information for the development of civil aviation. Is 
that so ? 

Colonel Shelmerdine. — es. They have taken me from one place to another 
and they have not made any charge against my funds. 

264. Mr. Neogy. — I find there is a saving under E due to the abandonment 
of schemes for survey of primary Air routes. Why was that abandoned ? 

Colojwl Shelmerdine. — This budget was prepared before I took over this 
post and when I came here in April I found such a lot to do that I could not get 
away to carry out surveys till the cold weather. That accounts for the sa^^ng, 

Mr. Neogy. — The survey has since taken place ? 

Colonel Shelmerdine. — ^Yes. 

265. Kumar Ganganand Sinha. — In the Appropriation Account of the 
Secretary of State in Council, regarding the mooring mast, this observation 
has been made : “ £30,000 of the amount paid was in respect of expenditure to 
be incurred after the 31st March 1928. Only 22,000 should have been paid for 
that and the balance held over until the next financial year.” May I know what 
is the reason for the discrepancy here ? 

Mr . Ryan. — May I say this with reference to this point. I do not know 
whether this Committee has received a copy of a note by the India- Ofdce 
commenting upon this paragraph. It is more an accounting question. 
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Mr. JBurdmi. — The payment vras made in advance as it was of the nature of 
a contribution work. 

Sir Frederic Gauntlett. — I think that nothing further need be said about 
that. As regards the accounting point raised at the end of the Home Auditor’s 
letter, I have written to him explaining that while I quite agree that it is the 
normal practice that expenditure finally incurred in England should be brought 
to account in England— and that is the principle underlying the demarcation 
between accounts in India and accounts in England, I agreed as a special case 
that this item should be passed on to India because it seemed to be difficult 
to differentiate between the expenditure on the mast and the construction of 
the aerodrome which was going on at the same time and I thought that any 
•difficulties that might arise might more conveniently be solved in India. It 
was a departure fiom principle merely to meet practical difficulties that were 
apprehended. I presume the Home Auditor will say nothing further. 

GTiairnian. — I thinlc the explanation which we have had is satisfactory. 

Grant 47. — ^Meteorology. 

266. Chairman. — Can you give us any explanation on the Note of the 
Auditor General about undertbudgeting ? 

Mr. Ganguli. — The explanation is that when the Budget was framed 
we p^o^dded a lump sum of 7 lakhs under A 6 for the transfer of the head- 
quarters, and you will find that the total 7 lakhs including the excesses imder 
A 3 and A 5 has not been exceeded. 

Chairman. — We have the explanation. A 6 included Rs. 61,000 for the 
removal operation which accords fairly closely with the excesses under A 3 
and A 5. We accept that explanation. 

267. Mr. Das. — I should lilce to have some information from you. I find 
that in 1926-27 your expenditm'e was about 9 lakhs, whereas this year it is 
nearly 15 lakhs ? 

Mr. Ganguli. — One big item is the transfer of the headquarters from Simla 
to Poona. That alone comes to 7 lakhs. A greater part of this sum is non- 
recurring. 

Mr. Das. — You are aware that the Inchcape Committee recommended that 
the functions of the Meteorological Department should be curtailed as much as 
possible. Could you tell us how your present expenditure compares with that 
when the Inchcape Committee made their recommendations ? 

Mr. Ganguli. — It has certainly increased considerably in the Meteorological 
Department, and the principal reason for the increase is the growth of aviation. 

Mr. Das. — ^Is your expenditure on a growing scale ? 

Mr. GaQiguli. — I am afraid under Meteorological Department we will require 
more money. 

268. Mr. Das. — ^But part of the work that you do in connection with avia- 
tion is intended for the [Military Department. Do you get anything out of 
them ? 

Mr. Ganguli. — ^We are concentrating more on civil aviation. 
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Mr. Das. But sometimes you are commissioned by tbe Military Depart- 

ment to carry out certain functions for tbem "wliicb necessitates extra expendi- 
ture ? 

3Ir. Ganguli. — ^Meteorology is a public service department and not a 
commercial department. 

Mr. Das. Tbe Incbcape Committee wanted tbe abobtion of tbe Meteorolo- 

gical Department but we find that its expenditure is growing. 

269. Mr. Neogy. — I suppose you have something to do with tbe Royal 
Air Force ? 

Mr. Ganguli. — ^We give weather forecasts and they are utilised by tbe 
Royal Air Force and also by tbe Civil Aviation people. 

270. Mr. Neogy. — You keep some staff at some stations under your control 
but they do tbe work for tbe Royal Air Force. Is that so ? 

Mr. Ganguli. — Tbe results of tbe work they do are available for other people 

also. 

271. Mr. Neogy. — Then under H 2 tbe explanation given is that tbe 
“ R. A. F. Stations at Ambala and Dardani not having been opened, 

“ a transfer of staff at R. A. F. Station Drigb Road to the control of Karachi 
office was necessary ” and so on. But then what service do they render te 
anybody except to tbe R. A. F. people ? 

Mr. Ganguli. — ^Any meteorological data that they gather will be available 
for tbe use of tbe scientific officers at tbe headquarters for Air Force purposes as 
also for Civil Aviation purposes. They only gather statistics and telegraph 
resffits to headquarters. 

Mr. Neogy. — Before tbe R. A. F. opened their Meteorological Department 
had you any staff at those places ? 

Mr. Ganguli. — No. 

272. Mr. Roy. — How do you account for so much over-budgeting in tbe 
Meteorological Department. 

3ir. Ganguli. — ^You will find that under A 6 “ Works ” alone tbe expendi- 
ture is Rs. 1,14,000 and odd less than granted which is principally due to the 
delay in tbe progress of the works. 

Mr. Roy. — ^Are you not making accurate forecasts ? 

Mr. Ganguli.— We were more or less in tbe hands of tbe contractors, 
but this is not a recurring expenditui-e at all. 

27.3. Mr. Roy. — ^You told Mr. Neogy that tbe R. A. F. people have got 
their own meteorologists ? 

Mr. Ganguli. — ^Yes, and they are separate from ours. 

_ Mr. Roy. I suppose your researches are directed in tbe interest of Inter- 
national science ? 

Mr. Ganguli.— Yes. All our data are available to tbe whole world. 
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274. Kumar Ganganand Sinha.—Wh&t was the object of your having 
stations at Ambala and other places ? 

Mr. Ganguli. It was considered desirable that at those stations some 

weather forecasts should be made. 

Kumar Ganganand Sinha. — ^For whom ? 

Mr. Ganguli. — Primarily for the benefit of the Air Force, no doubt, but 
the results are available for use to everybody. 

275. Mr. Roy. — Does any reciprocal arrangement exist between your 
(Jivil Meteorologists and the R. A. F. Meteorologists ? 

Mr. Ganguli.— I am afraid not, because they really have not got much 
to give us. 

276. Mr. Das.— We find that the expenditure under the head Meteorology 
is increasing mpidly specially in connection with the work of aerial science, and 
that part of the increase in the expenditure is solely due to the Military De- 
partment. 

Chairman. I should not like to commit myself to a positive statement 

of that kind, but I would like to put the witness a general question. Is there 
anythiug, any service you are undertaking now which you would abandon if it 
was not required by the R. A. F.1 

Mr. Ganguli.— Pidhahlj not. Sir, but I hesitate to give a definite reply in 
the absence of the head of the Department. I have not got enough technical 
knowledge to answer that. 

Chairman.— 1 think the furthest we can go is to call for a Report. We 
have not got suf&cient evidence before us. We are living in times when 
Aviation is developing very rapidly, and I think it would be a great mistake to 
regard the Inchcape recommendations as laying down an unalterable code. 
I gather that the increase in expenditure in respect of the Meteorological De- 
partment is very largely due to the services which are now found necessary for 
the development of Aviation. As far as I understand the position, the Govern- 
ment of India and the Legislative Assembly have accepted the principle that 
we should try and develop Civil Aviation, 

277. Mr. Roy. Gan you tell me what is the Indian proportion of superior 

officers in the Meteorological Department ? 

Mr. Ganguli. It is almost entirely Indian,, barriug the Director General. 

Chairman.— 1 thinlc we can reach an agreement on this point if you will 
allow me to make a suggestion. First of all in reference to Mr. Das’s remarks 
about the growth of expenditure on Meteorology and the Inchcape Committee’s 
recomlnendationsj I should lilce to say this, that although as responsible for the 
fihances of the country at present I have to search every^vhere for possible econo- 
mies, I think it would be a very regrettable thing if India were to fall behind the 
rest of the world in its scientific services of this kuid. We are not yet so near a 
desperate stage as regards our finances as not to be able to take our part in 
that kind of work. That is one general point. Apart from that, we have 
special need for development for renderiug services to Civil Aviation. As. 
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regards that, we are still in a very elementary stage. We cannot quite Imow 
what is likely to be required, and probably the relations between Meteorology 
and needs of Aviation are questions which are being studied now and new 
points are likely to be constantly arisiug, and therefore it is very di£B.cult to 
lay do-^vn a definite programme at present. We have also to consider the fact 
that the information which we get is of use not only to Civil Aviation but to the 
Eoyal Air Force, and there, I thinlc, in order to meet the point raised by Mr. Das, 
we should like to have a Eeport on the question analysing the services wliich are 
rendered to the Eoyal Air Force and the possible reciprocal services Avhich the 
Air Force might be able to render to the study of Meteorology and tiie develop- 
ment of Civil Aviation. At the present stage, however, we should not be too 
meticulous about distributing charges, but I do thinlc that this Committee, 
being interested in a subject which raises a very important question of principle, 
is entitled to ask for full information on the subject and possibly the Depart- 
ment may be able to help us vdth a sort of analytical Eeport which I have 
suggested. 

ilfr. Das. — That will satisfy me. 

Chairman. — I hope there is general agreement that India ought to get a' 
worthy place in scientific studies of that Icind. 

Mr. Das. — We are onfy jealous of unnecessary money being spent for the 
Jlilitary Department. 

278. Mr. Neogy. — Did I understand you to say tliat the question of the 
abolition of the meteorological .staff of the Eoyal Air Force is under considera 
tion and that as a matter of fact they have no subordinate staff either apart 
from what you lend them ? 

Mr. Gangidi. — Yes, that is so. 

Geaict GG. — Iediax Stokes DErAivniEKT. 

279. Chairman. — The next item which we have to take up deals Avith the 
Indian Stores Department. I would refer to paragraph 12 of the Eesolution of 
the 17th May 1929. 

Mr. Das. — I am afraid, Sir, the Indian Stores Department will be able to 
throw very little light. The pmcliasing departments will be able to teU us 
what they are doing. 

Colonel Kirlchope. — Once a year we address the various departments who 
make use of us suggesting to them to send us their demands for any particular 
item of stores they require, like electric bulbs, paint, electric fans, etc. We 
gather together all these various lots — sometimes they are very big lots — ^and 
we make consolidated contracts with a variation clause, usually 25 % un and 
26% down. 

The Stores Department makes a charge of 2 % for its services. That 2 % 
was based on the cost of London Stores Department which by the way does not 
pay. We imlike the London Stores Department have to go about India to look 
for work. No department is actually compelled to give us orders. For ins- 
tance, the Chairman’s department has given us no orders for the last year from 
the Mints in Bombay and Calcutta. I have personally gone as far as Madras, 
Hyderabad, Mysore, Bangalore and other places looldng for work. 
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talk of tke Jlint department, the Public Works Department ; they have all got 
their own engineers and you cannot oust them. The Delhi Public Works De- 
partment is already buying tar. 

Colonel Kirlchope. — On one occasion we brought a whole ship load of road ta^ 
into India and divided that ship load up between the United Provinces and the 
Punjab, and we thereby made an immense saving to the United Provinces and 
the Punjab. If we can bring in ship loads of road tar for the Public Works 
Department of every province, then we can make an enormous saving. We 
are also doing more than that. We are attempting to get road tar which is 
produced in India used in India. We hope to use that instead of Trinidad 
asphalt which some people are in favour of. 

Mauhi Mohammad Yahuh. — I do not suppose it requires any expert 
knowledge to purchase coal tar ? 

Colonel Kirhhope. — ^^Ve are experts in coal tar and road tar. We have a 
full equipment to test this at the Government Test House. 

284. Mr. Das. — I never knew that the Stores Department have become 
experts in civil engineering. It is beyond the province of your department. 

Colonel Kirhhope. — If you will come and visit our test house in Calcutta, 
you will find the amount of work done there of a civil engineering nature. 

Mr. Das. — Yom test house has nothing to do with the creation of the 
Indian stores department. 

Colonel Kirhhope. — The fact remains that it is a part of our department. 

^85. Chairman. — ^May I ask this one question ? You referred to certain 
expensive specification ; what is it please ? 

Colonel Kirhhope. — That refers to the turbine generator set for the New 
Delhi power station. 

Chairman. — ^Was it subject two per cent charge ? Have you ever con- 
sidered the question of introducing a sliding scale ? 

Colonel Kirhhope. — We have considered a sliding scale. We have con- 
sidered the question of reducing our charges and other tlungs, but reducing our 
charges will mean our losing more money and a sliding scale will mean a 
tremendous addition to our audit expenses and we do not think it is worth it 
particularly as we are now considered to be a non-commercial body. Under 
the circumstances, it is not worth while incurring excessive audit expenditui’e. 

Chairman. — You seem to be engaged in commercial operations and under 
the present system, because you have a uniform charge, you suffer from a 
sort of survival of the unfittest. You now get all the difficult work. 

Colonel Kirhhope. — get all the difficult work much of which is not 
paying. 

286. Mr. Neogy. — ^You were referring to the railways. 

Colonel Kirhhope. — ^Railways have been coming to us for small amounts 
up till last year when we entered into the arrangement with the railways 



99 


* '’’Vo^°oi« Xat «r Igemfut *» 

a\)Ove n.i^ moTe support. ^ took some .1^0 contracts 

had considerably m natoaUy lost all ^ , g^bout 

*“ AuX tom 76 laths ol 

the various rai j Y®^^" ,^nvr the result vras tkat m 

SiHot 

SahTf‘— 

I am going t® f .5^ tke rail^vays n ^y Stores. , 

Mr. K«o5 J-— “ ^j(5 the only peopl® 

coing- x-up -whole basic idea 

Hr. Da- 7 ^^' ^oiently from you, you d- 

aent was started. ., _ buy sufficient y 

_ T-» 


Mr. Dos.--^at was the wn 

t «s started. „„t buy snfficeo 

„t ^:^e tp^ V 0--^ ^ to The mllways ate the only people 
Colonel »--^:^:y to enable ns pay our i,, 

bobnysufflmentmth they wrU pmp 


Colonel ^ r li progressively give 

,,,snffic.eutm^^-^^^^ indications that they mil progr 

288 . Mr.Smi- seli-supportog. 

ighei order . Yes and then we hope t .rtUnr Dieldus°u’e 

T..r^]r^ &• -” =is‘£ =;.S. 

lave you taken department . „ . denartment very mucb. 
Dicldnson affect y . tliey affect om p ^ ^rtment on two 

»r£i?;S=^;SS.r%=S 

purpose but never 


100 


Mr, Das.— But Sir Arthur Dickinson did not say that 

Golmel iTlrMope That is my own view o£ tke matter. 

Chairman. — ^Let the Colonel develop his arguments. We will see what he 
was leading up to. 

Colonel Kirkliope.—M.y argument in brief is this, that the railway store 
keeper has as much work as he can do in carrjdng out the purchase of local 
supplies and in keeping the supplies that he has got which may come from the 
Director General of Stores or from anywhere else and keeping these things 
uptodate, and seeing that he has not too much in stock and also that he has 
always ready in stock the stores for any vehicle or machine which may break 
down at any time. I visualise that the store keeper’s job is liis most difficult 
job. His simplest job is the purchase of stores. Although the Eailway 
Board have decided that practically every railway should have a store keeper 
of qualifications superior to the old type of store Iceeper, yet it does not appear 
they want to take from us this 1 • 75 crores which they promised. 

290. Mr. Das. — What is the total store purchase for railways ? 

Colonel Kirkhope. — Eight crores in India on general stores not peculiar 
in any way to Railways. 

291. Mr. Das. — You are also purchasing from England? 

Colonel Kirkhope. — Yes. 

292. Mr. Das. — The local purchase of railways comes to 18 to 20 crores. 
If you can satisfy them you can easily get orders Rom 8 to 10 crores. 

Mr. Mitra. — I think it will be better if the witness is allowed to state his 
whole case and then we enquire him on the various points we want to. 

Colonel Kirkhope. — I was saying that the railways purchase about 8 crores 
and I think that there is considerable scope for us to cut into that. If we get 
about 4 crores more from the railways, then we would be reaching stability* 
I do not think it is too much to ask also for a crore more from the Army. 

Another of our small purchasers is the Director General of Posts and Tele- 
graphs. He has come to us for certain stores, mostly clothing for the 
postal and telegraph staff and so on amoxmting to about 10 lakhs last year. 
This year, I have been constantly in touch with Sir. Rogers. He has taken a 
veiy sympathetic view of the matter and he has given departmental orders 
that all his purchases should be made through us. Already during the four 
months of this year, we have had orders from him to the extent of over 15 
lakhs, as agamst 10 lakhs in a whole year hitherto. This week alone, which I 
have not taken into consideration, we have placed orders amoimting to as much 
as lakhs, which is nearly as much as we placed in any previous year of our 
experience. 

293. Chairman. — What was that ? 

Colonel Kirkhope. — Copper wire for telegraphs. We have placed an order 
m India for copper wire manufactured here and we keep the whole of the money 
in the country. 
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299 Mr. Das, ^Do the Bombay and Calcutta Corporation purchase 

through you ? 

Colonel KirkJiojJe. — No, they do not. 

300. Mr. Roy. — Bo the Government of Bihar and Orissa or Assam pur- 
chase anything from you ? 

Colonel JiTM-Hope.— The Government of Bihar and Orissa buys very little 
and so does Assam. Madras is also a small buyer. 

301. Mr. Roy. — “What about the minor provinces under the Government 
of India, such as Ajmer Merwara and Coorg ? 

Colonel Kirlclwpe. — They come to us for a certain amount of stuff, 

302. Mr. Roy. — ^No orders from the Mint, the Security Printing and the 
Northern Salt Eevenue department ? 

Colonel EirMope. — The Northern India Salt Eevenue gives a good amount. 
The Security Printing uses us fairly well. We buy packing cases and other 
things. The Bombay Mint has hardly used us. The Calcutta Mint has come 
to us for machinery ; but I want oil for the machinery, I want belting for the 
machinery. I want to buy copper and nickel. If we get orders for copper, we 
can purchase copper from the Indian market. 

303. Mr. Roy, — ^^Vhat about civil works under the Government of India 1 

Colonel Kirhhope. — We buy for civil works under the Government of India. 
I believe only odd items go past us. The amount is something like 50 lakhs. 
That is very small. 

Mr. Roy. — ^You had also got support from the Delhi province 1 

Colonel KirMiope. — I may say we have had very good support, but I want 
more. I want tar. I am not satisfied with the complicated machines that we 
are asked to purchase. We did the original power house and the domes for the 
Legislative Assembly. 

304. Mr. Roy. — ^You feel quite optimistic about the future. That is the 
major point. 

Colonel KirkJiope. — ^It depends entirely upon what the railways will do. 

Mr. Roy. — ^You seem to get on very well with the railways. I see from 
the report that there is a set back only from the army. 

305. Chairman. — Have you completed yom: general account ? We do not 
want to interrupt you in your general account. 

Colonel Kirhhope. — I think I have said all and in brief we must get more 
business of a certain character before we can pay. 

306. Mr. Roy. — Can you indicate how best the Committee can assist you 
in getting more business ? 

Colonel Kirhhope. — I think the Chairman of the Committee might himself 
give an order that his mints must come to us. Having done that, once he gets 
Ms own department tied down by an order to come to us, he can more readily go 
to other departments and say that they also should come to us. It seems to be 
an act of want of faith in us, if the department that fathers us will not give its 
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own children orders to come to us. That I think would help to put the matter 
right. 

Chairman. — I will look into the main question and justify the faith there 
is. 

307. Maulvi Mohamynad Yakub. — ^You are getting from the military who 
are the biggest purchasers ? 

Colonel Kirkhope.—'We get rather more than a third of our total purchases 
from them and more than half of what I think they could give us. 

308. Maulvi Mohammad Yakub. — AVhat is the reason for their not giving 
all their orders through you ? 

Colo7iel Kirkhope. — One of the chief reasons is our departmental charge. 
I have spoken to General Atlrinson, who says the Principal Stafi Officers ask 
what it costs him to bu)'’ and when they find that his cost is about f per 
cent and ours 1 per cent, they teU him to carry on. 

309. Maulvi Mohammad Yakub* — Does it mean that if any department does 
not purchase through you, it has to pay less than what it would if it placed orders 
through you. 

Co onel Kirkhope. — Well, that is a moot point. They have to have the 
necessary organisation. 

Maulvi Mohammad Yakub. — That is the real point. 

Colonel Kirkhope — I think the cost on the military side is about • 75 and 
their inspection costs 3 ’75. We cannot purchase at '75 cost with these selec- 
tive purchases that we get. 

Maulvi Mohammad Yakub. — If you get more orders for tar and all other 
things, it will become cheaper. 

Colonel Kirkhope. — Yes, I should be quite prepared to say that when the 
stores department purchases reach 5 crores our charge for piuchases will come 
down to f per cent if purchase is not selective. 

310. Chairman. — There is one very important point. The point is that 
although it might possibly be cheaper for the Army considered by itself to make 
certain purchases direct, nevertheless if the army, by its purchase through your 
department would bring far greater benefit to the Government of Indians a 
whole than any possible saving the Army can effect — ^if you can establish 
that point, then I think it is a matter for the Government of India to take up 
because our policy ought to be directed by the advantage of India as a whole. 
That is a point which you can note. 

Colonel Kirkhope. — ^I have answered that point to a certain extent and I 
can further establish it. 

Chairman. — I do not want any answer now. You can note that point. 

311. Mr. Roy. — Assuming that you reduce your charge, do you expect 
that you will get all the orders from the Army and the Eailways ? 

Colonel Kirkhope. — Of course it will help. The Army at present is one 
of our best purchasers. 
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Mr. i?oy,'— They are jealous of their o-rti purchases. 

Colonel Kirkhope.—We are at present fighting against vested interests. 
There is no doubt about that. 

312. Mr. Roy. — ^What is the effect on Indian industries of centralised 
purchases 1 

Colonel KirMiope.—l should not like to say that the centralised purchases 
affect Indian industries very greatly, but the Indian Stores Department does 
affect Indian industries very greatly indeed and the effect is chiefly brought 
about through our inspecting officers and our various technical experts. In 
our Administration Report is a photograph of part of the bearings of the Bally 
bifidge. The Bally bridge is a bridge of which the spans weigh twice as much as 
the Sara Bridge. It is the biggest bridge ever built for India and this is actually 
being built in India and the cost of the girders alone is about Rs. 49 lakhs. 
But for the existence of the Indian Stores Department and their inspectors 
I maintain that that work could not have been done in India. 

313. Chairman. — ^IVill you please explain your statement that but for the 
existence of the Indian Stores Department and its inspectors that work could 
not have been done in India ? 

Colonel Kirlchope. — I must qualify that to some extent. Before the exist- 
ence of the Indian Stores Department, the Railway Department had inspectors 
of its own who did inspection of wagons and so on. When we were constituted 
in 1922 we took over all these inspectors and we have increased the number 
considerably. We have devoted ourselves constantly to improvement of 
manufacture of railway, material in engineering and other works in India ; 
and we have now got a certain number of works in Bombay, Calcutta, 
Karachi, which can turn out first class engineering work through the expert 
help we can give them. 

Chairman. — That could have been done by the Railway Department with 
their own inspectors. 

Colonel Kirlchope. — The railway inspectors are limited in their scope ; the 
railway had not specifically laid on them the development of industries in 
India, whereas we have. 

Chairman. — It might have been so equally. As regards this kind of bridge 
building work no other authority in India has that except the Railways. 

Colonel Kirlchope. — I admit that, Sir. But we have been the selected instrm 
ments. If they had been, they might have done as well. 

Chairman. — That rather weakens your original statement. 

Colonel Kirlchojje. — ^I will go back on that and say that but for a similar 
organisation the work could not have been done in India. 

Sir Frederic Gauntlett. — ^Have’nt the railways touched the activities you 
have touched ? 

Colonel Kirkhope. — They did not. 
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314r. Mr. Das. — ^How many lakhs of bridge work have you executed 
us compared with railways ? 

Colonel KirlcJiope. — ^When it comes to buying bridge work, we do practical- 
ly nothing. We do a little, but relatively spealcing as compared with the 
railways, none. But we do the whole of the inspection of bridge work for 
railways, 

316. Mr. Das. — ^About the assistance given by the Indian Stores Depart- 
ment to Indian industries, Mr. Pitkeathly once before told us that he would draw 
up each year a statement showing how far Indian industries were being helped. 
Have you done anything on that ? 

Colonel Kirhhope. — To some extent we have. In our Administration 
Report this year. Chapter VI, we have touched on the matter and we have 
published from time to time little booklets on the subject. 

316. Mr. Das. — ^What is the percentage of purchase of articles of Indian 
origin and non-Indian origin 1 

Colonel KirkJiope. — That is given in the Administration Report. 98 per 
cent, of oiu’ total textile purchase was of Indian origin. 25 per cent, of En- 
gineering stores. 

317. ilfr. Das. — Can you say. Colonel Kirkhope, that your Department 
is assisting the Indian Cotton Industry ? I would like to know how your De- 
partment is developing and helping existing and new Indian industries ? 

Colonel EirJcliope. — ^I was going on about this bridge. The first thing 
we did in the matter of steel castings for bridge bearings was to examine the 
specification dra'wn up by the Railway Board for the steel. We found that 
that particular specification would not permit of Indian pig iron being used 
in making steel castings. We went to the Railway Board and we suggested 
an alteration in the specification which increased the sulphur and phosphorus 
in the steel without affecting the strength detrimentally. We got them to 
change the specification with the result that any bearing for a bridge, of cast 
steel, can now be cast in India from Indian material entirely. Before that if 
the material was cast in India, raw material would have to be imported, 

318. Mr. Das. — ^I would like to ask about other industries. What other 
Indian industries have you helped and developed during your existence of seven 
years ? ]\Ir. Pitkeathly gave us an assurance that such a statement would be 
published and included in the annual report. 

Colonel Kirlcliope. — I do not recollect any assurance in that form. 

Mr. Das. — That is one of the chief functions of your Department. Your 
auditor has given a certificate somewhere about it. 

319. Mr. Neogy. — ^]\Iay I draw your attention to a recommendation which 
was made by the Public Accounts Committee dealing with the accounts of 
1925-26 ? You will find in paragraph 22 that it is laid dovm that in so far as 
some of the activities of the Indian Stores are admittedly of a non-remunerative 
character dealing with the development of Indian industries, the accounts 
should be separated so as to show how much of the cost is due to this particular 
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part of your work and. liow much, strictly to the commercial portion of your 
work. But instead of anything being done on those lines although there is a 
specific recommendation of the Public Accounts Committee, we find as a 
substitute a certificate from the audit officer saying that the net loss shown in 
this connection — ^pagc 313 of the present report — must not be regarded as a 
dead loss since considerable assistance to and encouragement of Indian indus- 
tries is given by the Stores Department both directly by way of advice to 
manufacturers and by assisting them to find markets for their products, 
although the cost of these services cannot be segregated from the cost of the 
ordinary work of the Department. Do I understand that this is a considered 
judgment on the recommendation of the Public Accounts Committee made 
two years ago ? 

Colonel KirTchope. — It could not be done with any degree of accuracy. 
It is a matter of administration and the Industries and Labour Department 
have not issued orders on the subject but from what I have seen of the draft 
orders, they propose to say it could not be done on account of the heavy cost. 

Mr. Neogy. — ^And yet I find that this question is sho\vn as being under 
consideration in consultation with the audit office ? 

Colonel Kirlcliope. — It is under consideration. 

320. Mr. Neogy. — ^May I tell you also that before the Committee, when 
dealing with the accounts of the year 1925-26, Mr. Pitkeathly gave us an idea as to 
what this particular figure would come to ? It was Bs. 1 to 2 lakhs ; or about 
6 per cent. Judging from the present loss of Es. 5 lakhs and odd, if you 
are to accept Mr. Pitkeathly’ s figure, you can take credit for a lakh or so out of 
this loss as representing the value of intangible services to the cause of the 
development of Indian industries. Do you accept that position ? 

Mr. Ganguly. — ^After very careful consideration we find that the figure was 
absolutely imaginary. We could put no value whatever on it. Taking the 
figure for 1926-27, we find Ks. 1 lakh and odd, as if it had been mathematically 
calculated. The whole thing is pure fiction. 

321. Mr. Neogy. — I should like to know what definite facts the audit 
officer had before himself before coming to this conclusion 1 

Sir Frederic Gauntlett. — I think the answer is that he had the assurance 
of the Indian Stores Department. 

Mr. Mohan Rao. — The sentence was put under the orders of the Government 
of India, Industries and Labour Department. They told us that they had con- 
sulted the Finance Department and the Finance Department agreed to this 
proposal. It was quite impossible to separate the non-commercial and com- 
mercial functions. It was absolutely impossible to put a money value 
on the help rendered by the Department to various industries and the figures 
shown m 1927 were purely imaginary. 

Mr. A eogy. Therefore it is shoum in the list of pending questions ? 

Colonel KirTchope. — It is under consideration. 
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322. Mt. Neogy. — Can tlie Executive Government instruct the audit 
officer as to vffiat he should say in his audit report ? 

Sir Frederic Gaunileit.—l thinlc the answer to that is that technically the 
Local Government or the Government of India cannot instruct the Auditor 
General as to what he should say in the report, but I am satisfied' that it is 
impossible, without a very considerable extension of accounting system, 
to arrive at any figure which would in any way be an approximation to what 
might be regarded as the indirect benefits. Indirect benefits are almost 
incapable of calculation. I should be very dissatisfied with any figure that 
I could put before you ; and it is from that point of view that I accepted the 
suggestion and the best thing that could be done was to add a statement like 
that. That statement represents the view of the Government of India which 
I accept. 

Mr. Neogy. — This practically embodies the judgment of the Executive 
Government fathered by the audit officer ? 

Sir Frederic Gauntlett. — ^No. The whole matter was considered in detail 
between the head of the Stores Department and the Accounts Officer. He 
sits in the same room. He has all the material before him and the two of 
them agreed as to the line of recommendation to the Government of India 
and the Government of India accepted the view and I also accepted it. 

Mr. Neogy. — It is a very legitimate propaganda. But what I was saying 
was whether this is the right place for carrying on this propaganda on behalf 
of this Department. It might have been left to this Committee. 

Sir Frederic Gaunileit. — I am quite prepared to say that the Government 
of India is of that opinion, but if I were to say that it would look as though 
I did not accept it, whereas in fact I do accept. I am prepared to take the 
full responsibility for that statement. It is perfectly true that I have not 
studied the papers in great detail to see exactly what particular benefits are 
given to Indian industries, but I think my officer, who has access to aU the 
papers, has studied and I accept his general statement. 

323. Mr. Neogy. — What are the facts which your officer had before him 
to justify the conculsion ? Can we have the facts placed before him ? 

Sir Frederic Gauntlett . — The witness is Colonel Ehrkhope, and not 
myself or my assistant. 

Mr. Neogy. — ^We are entitled to have an answer from the officer who is 
responsible for it, particularly if he is present here ? 

321. Mr. Das. — The Indian Stores Department was created in order 
that Indian industries might be developed. If it exists only to purchase a few 
articles, and if the audit officer thinks that its primary function is not to 
patronise and develop Indian industries, then the very existence of this 
Department is not necessary and we have to challenge it. 

Mr. Ganguly — That was not the only object. The primary object was 
also the economical purchase of stores. 
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325 Mr Neogy.—Tlas Department is sliowing a recurring loss. One 
iustification is that although the Department may not he self-supporting, 
they are at the same time helping Indian industries. Let us find out as to 
how far that is justifiable. 

Chairman— I want to concentrate on that. 

Colonel KirJcJiope.—l will go back to my steel castings once more. 

326. Mr. Mitra. — ^May I know whether any attempt has been made to 
■separate the accounts of the non-commercial activities of this Department ? 

Chairman. — ^We have heard that it has been found impossible. 

Colonel KirJchope.—l said that we had altered the specification of steel 
so that the steel could be made in India, that mea,ns that every bearing of 
■every bridge that is made of steel can now be made in India. That is a great 
step. 

327. Mr. Roy. — If you had not intervened the orders for these girders 
would have gone to England ? 

Colonel KirJchope. — I will give an answer with reference to steel castings. 
When this order was given by the Eailway Board to Braithwaite and Company 
for the Bally bridge, we exercised a function which is laid on us. We went 
through the schedule of materials which Braithwaite and Company wanted 
to bring out from England and among them we saw steel castings ; and we 
told them that they must not bring these out from England. They accepted 
our suggestion and we had actually made in India the biggest steel castings that 
•ever have been made in India. They weigh 6^ tons fciished. But for our 
intervention these steel castings would have gone to England or Belgium or 
somewhere else outside India. 

328. Mr. Das. — ^Wbat is the total value of the castings 1 

Colonel KirTchope. — I have not got the exact figure. There are 7 spans 
and each span has got 4 castings ; there are 28 castings — and there were 2 
portions of the castings — each weighing about 12 tons, or 12 multiplied by 28. 
If you take a casting at Rs, 18 a cwt. you will probably get the answer. 

329. Maulvi Mohammad YaJeub. — ^Any other instance of your achieving 
like this ? 

Colonel KirTchope. — I can give you plenty of instances. WTien I was 
down in Calcutta discussiog this very question of castings last March, I 
suggested that the same works should develop further and make a certain 
part of the draw gear of wagons. There are about 200,000 wagons in India 
and each of them has two draw doors. They were afraid of this work, 
because they had to stand up to a proof test of 100 tons. However, I suggested 
dhat they should go on and my local Officer persuaded them to go on. 1 
have just returned from Tatanagar and I have seen in the railway workshops 
there these steel castings made by this firm and they are standing up to the 
100 tons test. At the same time I also went through the orders that the 
railway workshops had placed for steel castings for wagons and I found that 
■out of about 30 items 28 have been placed in India. 
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330. Maiilvi Mohammad Yahuh.—knj other material except iron 
and steel ? 

Colonel Kir'khope.—Yam\&, oils. Last year, we bought about 11|- lakhs 
worth of axle oil. (My figures are approximate.) Some years ago we drew 
up a specification for axle oil which could be used throughout the year. Up 
to that time railways had been using a certain class of axle oil, a thin one 
in the winter and in the summer they used a thick one, which meant that 
they had to keep two classes of tanlcs and there was a tremendous lot of 
duplication. We drew xtp a specification for all weather oil and last year 
we found that the Attock Oil Company could meet that specification, with 
the result that we placed a contract for about 9J- lakhs with them, for oil 
produced by them, and it is used on the N. W.,' O. I. P. and East Indian 
Eailwaj^s— the three big State railways. We bought imported oil for the 
fourth railwax’ at a cheaper rate, but we bought it from an Indian consti- 
tuted firm — the Burma Shell. 

There are also many other things. In the matter of cables, electric 
cables, here is the advertisement of the Indian Cable Company, With every 
kind of cable they send out of their shops they attach a label which is a certi- 
ficate from us to the effect that that cable is made to a certain standard. 
Every cable that goes through the workshop passes through our hands and 
it is signed by one of our officers. We hold that that is a great aid to Indian 
industry. 

About electric fans, there is a fan known in Calcutta as the “ India 
fan. We took that up several years ago and we developed that fan imtil 
it has become a first class fan. But unfortunjitely the importers have 
also, seemg this fan was good, come into line and are ^nitting on the 
market a fan that is 5 per cent, more efficient. 

331. Maulvi 3Iohammad Yalcuh. — ^I\Tiat is the difference in price ? 

Colonel Kirhhopie. — The Indian fan costs Es. 104-6-0 and the imported fan 
Es. 104 nett. But the imported fan is more efficient now. In Calcutta 
the other day I spent a whole day in going into the matter of these India 
fans with the manufacturers, and we carried out the tests in our test houses. 
We bought on an average a,bout 50 of these fans per month last year. But 
for our work I think that fan -would not be in the position that it is in to-day. 
Whether it null survive or not I do not Icnow. 

332. Mr. Das. — ^^Vhat will be the percentage of fans bought in India to 
the total purchases ? 

Colonel Kirhhope. — ^We buy 0,000 fans A. C. and rather less of D. C. fans. 
My advice to the “ India ” fan people was this. “ If you want to produce fans 
in India you must produce A. C. fans. The Punjab and the United Provinces 
are going in for A. C. If you do not produce A. G. fans, your sale must remain 
low.” ^so I said that they must produce three types of fans, one which 
will deliver a small amount of air, one a medium amount of air and one which 
will deliver a large amount of air and I have the figure necessary in each case. 

333. Kumar Ganganand SinJia. — ^Are the Government of India pnr- 
chasing India fans ? 
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Colonel Kirkhope. — We bought 50 per month last year. We have 
to remember that they have only one variety and we purchase about 6 or 8 
varieties. 

334. Kumar Ganganand Sinha. — ^Has the certificate you grant to the 
cable company increased their purchases ? 

Colonel Kirhliope. — If they did not believe it aided the sales, we would 
not give the certificate. Surely it stands to reason that a man will prefer to 
buy a thing with a certificate of a highly technical officer than a thing having 
no certificate. I presume that you yourself would buy a well Imown, say, 
cycle, with B. S. A. mark rather than a cycle that had no mark. 

335. Mr. Mitra. — Is it a fact that you are getting gradually larger orders 
every year at least for the last 3 or 4 years ? 

Colonel Kirkhope. — In some respects we are getting much larger orders, I 
have shown in my administration report how our orders have increased. Un- 
fortunately the prices have dropped. That is why we buy far more of certain 
things, but we are getting less money because the price has decreased. 

Mr. Mitra. — ^You have got larger orders this year than last year ? 

Colonel Kirkhope. — ^I have given the figures in the administration report. 
If you look at page 8 you will see the result. 

336. Mr. Mitra. — 1 find from your evidence last year that each year we 
are losing more and more. Last year we lost 2 lakhs and odd. This year it is 
Ks. 5,76,000. 

Colonel Kirkhope. — ^We are improving our position. You must remember 
that our expenses are going up as weU as our loss but our expenditure is in- 
creasing less rapidly than our revenue. 

337. Mr. Mitra. — Do you expect to have better results when you get 
more orders ? 

Colonel Kirkhope. — ^lYell, the expenses will grow and the losses will be 
less. I may say that last year one of my branches alone piuchased in one 
month 26 lakhs more than was ever purchased before in any one month. That 
shows the capability of expansion. It all depends on the material we are 
handling. For instance if I get tar from every province in India I would make, 
just one contract and that would pay. 

Chairman. — I thinlc Colonel Kirkhope has made that position quite clear 
at the beginning. He has told us definitely, first of all, that if he does not get 
the buUc of the railway orders he cannot make the department pay. He has 
told us secondly that if the departments that deal with improvement only give 
himthe most difficult orders to place he would find it very difficult to make the 
department pav. The question is, is it worth while for the Government of India 
as a matter of policy to put pressure on the departments to meet these two 
requirements ? 

Sir Frederic Gauntlett. ^I may point out. Sir, that there is one section 
alone of his organisation which pays at present and that is the Metallurgical 
Inspection Department. 
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Colonel KirJcJiope— There are other sections that pay. The Calcutta 
Inspection circle would have paid last year hut for the strikes. The strikes 
hit us very badly, to the extent of about 4 lakhs. We have made in Calcutta 
a profit of about 3 per cent. On the inspection side as a whole we lose 12| 
per cent, per annum; on the purchase side on the whole we lose 48 per cent. ; 
on the Indian Stores Department as a whole we lose 26-6 per cent. 

Chairman— Well, I should like to have a clear statement of the case for 
the attack and I should like to have definite questions on that point. 

338. Mr. Das. — ^Before I come to that I want to raise one point on which 
Mr. Pitkeathly while giving evidence before this Committee in 1925-26 laid 
particular stress. 

(Reads) “ One has got to keep in mind the fact that the object of establish- 
ing the department was to assist Indian industries ” 

and later on he said 

" Owing to the backward state of some of the industries in India we have 
to do a great deal of educative work, and all that you can hardly measure in 
terms of money”. 

At that time Mr. Neogy and I who happened to be members of the Committee 
expected that in their annual reports and statements the Stores Department 
would show us by tables and statistics how they are developing Indian indus- 
tries how they are doing the educative work also. I find now a contradiction 
from the report of the department saying that this is not the primary function 
of the Indian Stores Department. 

Chairman. — We have discussed what is the primary function. It has 
been quite clear from the whole of the discussion that that is regarded as one 
of the iunctions. 

339. Maulvi Mohammad Yahvb. — ^IVhat other industries has he given an 
impetus to, for instance, what about the cotton and hide industries ? 

Colonel Kirhhope. — That is all given in the report on the working of the 
department. I may refer to Chapter 'S'T. 

Chairman. — Has every body read the report ? 

Mr. Das. — ^It never came to us. 

(Several other members complained hat they had not received the report.) 

Cdonel KirJchope. — We sent out 5 copies on IMonday. 

Chairman. — Let us hope that in future years i his report will be available 
in good time. 

Will the Committee be content to reserve the further examination o!’ Colonel 
Kirkhope on the question of benefits to Indian industries until they have read 
this report ? I think as a matter of fact we have had a good deal of information 
■from Colonel Kirkhope in the course of this morning. We have dealt now with 
the prospects of the department paying and we have had a clear answer from 
Colonel Kirlchope about that. We have also had a veiy interesting account 
from him of certain things which the department has done to advance Indian 
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industries and we understand that there is more information available in this 
report. So perhaps we could leave that point for the moment. 

340. Kumar Ganganand Sinlia. — Sir, I would like to refer to some im- 
portant comments made by the Auditor General at page 318. 

Chairman. — ^We are dealing now with the question of policy of the de- 
partment. 

341. Mr. Das. — Sir, I would lilre to have a little more amplifiation of the 
policy of the rupee tender and how far the rupee tender system when properly 
established, — as we were assured last year a consulting engineers’ firm has 
already been established in India, — will assist the work of the Indian Stores 
Department. 

Colonel KirJchope. — That is a rather difficult matter. I would like to have 
an absolute and direct question. 

342. Mr. Das. — You referred to the question of rupee tender without our 
asking you, and last year while we were discussing this subject we were told that 
the consulting engineers’ firm is going to be established in India. When Gov- 
ernment adopts the policy of rupee tender how far is it going to help us ? What 
proportion of orders in excess do you hope to get when the rupee tender system 
is established ? 

Colonel KirJchope. — Leaving apart the question of the policy of the rupee 
tender and all that sort of thing, I think I can say this that the rupee tender 
to start with will probably not put a single penny more into India, that is to 
say, into Indian industries for the first few years. 

». M)\ Das. — I am asking you about the Indian Stores Department. How 
much vdll you benefit in money? 

Colonel KirJchope. — I have only one definite reply to that ; at least I can 
only be definite on one point, and that is this : the Director General of Posts 
and Telegraphs tells me that when the rupee tender comes in, the 12 lakhs and 
a few odd thousand rupees that he spends in England will come into our hands. 
I have no definite information from any other department. 

343. Mr. Das. — In that case wifi, you arrange your inspection through the 
London Stores Department ? 

Colonel KirJchope. — That is speculative ; it ^depends on developement. 
So far as we can see if we are to be the agency through which inspection is to 
be made we shall have an inspection agency in Great Britain which will look 
after the work that is done in Great Britain and on the Continent. But I 
do not know that we are going to be that agency. 

344. Mr. Neogy. — Are you not making a too sweeping remark when you 
say that the rupee tender policy will not bring a penny more ? 

Colonel KirJchope. — It certainly brings more mone}’’ to India because there 
will be agency fees and all that sort of thing. But I only said that at the 
beginning it will not bring more money into India, so far as manufacturers go. 

346. Mr. N eogy. — ^As far as I recollect the Government Resolution dealing 
with this question of rupee tender laid down that a slight preference is to be 
given to the Indian industries in regard to rates. 
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Colonel Kirhhope . — That is correct. Even, now a slight preference is 
given to the Indian industries. But the competition in India to start with 
will he more intense than it has been ever before. I am not making any 
definite statement because I cannot be speculative, but it is just possible that 
more orders will be sent out of the country than is the case at present ; but 
eventually India will benefit. I do not believe myself that in the first two or 
three years India will benefit a penny except on the agency fees. 

Mr. Mitra. — In fact ia one of your earlier statements you said that we wiU 
be benefited by the rupee tender. 

Mi'. Das. — I understand that his department is not going to be 
substantially benefited except by a few lakhs as soon as the rupee tender 
system is adopted. 

Chairman. — What he said was that he only had definite figures from the 
Posts, and Telegraphs Depaiianent which would be afiected to the extent of 
12 lakhs. 

346. Mr. Das. — Sir, will you permit me to ask him further about railway 
stores ? I am doubtful if the department will get any more orders from the 
Railway Department because we had a discussion last year at Simla on the 
floor of the House and we understood from the Railway Member and the 
Financial Commissioner that they are going to develop their store depart- 
ment. 

Chairman. — I suggest that we leave this cpiestion for the examination of 
the Railway witnesses. ' ’ . 

347. Mr. Das. — Sir, we will not have again a representative of the Stores 
Department before us by the time we read their annual reports. I would only 
suggest that they should embody in their future reports the amount of pur- 
chase made of articles of Indian manufacture. 

Colonel Kirhhope. — It is 98 per cent, of textiles 

348. Mr. Neogy. — You could not help patronising Indian textile industries 
to a certain extent ? 

Colonel Kirhhope . — I dispute that, Mr. Neogy, but I do not wish to claim 
that we have benefited the textile industry to anything like what we have 
benefited the other industries. But we still have benefited the Indian textile 
industry to a certain extent. It occurs to me that in my administration report 
we have shown that our experiments have proved that a certain dye called 
ASTER is a good substitute for Turkey red dye. This Turkey red dyeing is 
an elaborate process and it is not done in India. The consequence was that 
all red materials, puggrees and so on, that had to stand exposure and 
perspiration had to be imported dyed with Turkey red dye. We experimented 
and found that this ASTER gave equally satisfactory results as regards 
lasting properties and we found that it is a simple process which can be 
carried out in any Indian miU. Now our orders for red puggree cloth, etc., go 
to Indian miUs and there is a slight direct benefit. 

I do not say that we place now 98 per cent, of orders in India and if we had 
not been there only 30 per cent, would have been placed. I only say that we 
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have to a certain extent improved even tlie highest developed industry in 
India, textiles. We have done it in drills and dyes and other things. We 
are now working on another dye which is used in large quantities by practi- 
cally everybody in India. We have developed blue dyes to some extent. 
In fact one mill in Bombay, the Sassoon mill, tell me that they can- get more 
for our rejected blue dyed material than we give them for the dyed material we 
have passed. And not only Sassoon’s but other mill owners in the coimtry tell 
us we benefit them. In Bombay I saw the President of the Millowners’ Asso- 
ciation recently and other influential persons and they all say that our inspec- 
tors keep their men up to the mark and improve their product. We cannot 
say that it is 5 or 10 per cent, or even 1 per cent, but even if it is a quarter per 
cent, that is all I claim. 

Chairman. — 1 think this is important. To take an illustration of the red 
dye, if the Indian Stores Dejjartment can malce the local textile people supply 
articles of that kind which they want foi‘ their own use, it also fits them to 
supply articles for the general consumption of India. 

349. Mr. Roij. — Have you assisted the carpet industry to any extent ? 

Colonel Kirkhopc. — I should not like to claim much on ihat account. We 
buy a large number of carpets. 

Mr. Roy. — Have you done any thing to improve the carpets ? 

Colonel Kirlchope. — I think we can claim to have improved the dyeing 
of carpets ; we have given lasting dyes to them and we have improved clie 
patterns and workmanship generally ? 

Maulvi Mohammad Yakub. — AVhere do you place your orders for carpets { 

Colonel Kirkhopc. — In Amritsar, Agra, Mirzapur and Ka.shmir. 

Mr. Roy. — Do you buy e.xclusively Indian carpets or foreign carpets 
also ? 

Colonel Kirkhopc. — There was one celebrated case wdiere we imported 
a foreign carpet but we have never done it since, 

350. Chairman. — Have we dealt with the wliole question of policy wliich 
this Committee wants to raise in connection with the Indian Stores Depart- 
ment ? 

Maulvi Abdul Matin Chaudhury. — I think the discussion will be facilitated 
after we have read the report. 

Chairman. — We have very little more time to give to the Stores Depart- 
ment, and we have a lot of work to do still. 

Mr. Das. We should like to take a little bit of more time because we 
find that this department has not patronised India in the matter of 
purchase and Indianisation. 
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"Witnesses, 


Grant 66. — Indian Stores Department — continued. 

351. Maidvi Abdul Matin Chaudhury , — ^I want to enquire what is being 
done in the witness’s department towards Indianising it with a view to secure 
economy in the administration. 


Colonel KirJcJiope . — I do not thinlc that Indianisation will escure economy 
unless one Indian officer does more than the work of one European officer, 
because they are getting exactly the same wages. 

Maulvi Mohammad Yakub . — But what about leave allowances and over- 
seas allowances 1 

Colonel Kirkhope. — We do not get overseas allowances except one or two 
who have been taken from other, departments like myself. The Indian officer 
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aud the European officer get exactly the same treatment as regards pay, allow- 
.1 nces and leave. 

352. Maulvi Mohammad YaA-Mh.— Leaving aside the question of economy, 
what about Indianisation ? 

Colonel Kirhhope.— At present there are 63 officers in the department of 
whom 30 are Indian and 33 European ; we have done our best to secure Indian 
officers : the recruitment is through the Public Service Commission and all appli- 
cations must come from statutory natives of India as you wdll have seen in the 
papers — so that the Indian has the first chance. If we fail to get Indians, as we 
have done, of course we have to go home. We have failed over and over again. 
Owing to the difficulty of not getting fully trained Indians, we have taken 
Indians who are not fully trained and have attempted to train them and wdth 
some measure of success. One Indian had a Government scholarship in pure 
physics and we sent him to the Metalhrrgical Inspectorate. He gave a good 
account of himself after the first year and we kept him on and I have just 
recommended that he should come on to the indefinite agreement — ^he has been 
with us nearly five years now — that is as near as we come to permanency in the 
department. We had another Indian who was a metallurgical scholar but 
unfortunately he came too late ; we had no post of that sort vacant and so we 
put him in as a casting inspector imder a European and he was trained for a 
year at the end of which he was reported on as fairly satisfactory but had not 
got sufficient experience and so we have kept him on and we hope that in a year 
or two he will become a first class man : at any rate there is no chance of his 
leamng the department unless to benefit himself. I may say that I had to pay 
the training charges of these men from my own budget. There was another 
Indian — a metalliugical scholar — and W'e took him on long before it Avas neces- 
sary to take him on having no vacancy but he Avas trained by us and in time 
we found a suitable job for him — in fact he is inspecting tlie cables of AAffiich 
I showed the illustration. In addition, we haAm two Indians AAffio Avere selected 
by the Public SerAuce Commission for training and they are undergoing training 
on a course of three years : they are paid Es. 375 a month, AAffiich again comes out 
of my budget, for the first year and they rise by Es. 50 proAuded they pass their 
examinations ; they are trained in the metallurgical inspectorate and the Goa*^- 
ernment test house and in various other branches of the department and finally 
they are put into the special branch in which Ave hope to employ them. That 
is what we have done towards Indianisation. 

353. Maulvi Abdul Matin Chaudhury.—Wa find that Amcancies in the 
inspectorate could not be filled up because of the difficulty of finding suitable 
candidates. Does that mean that throughout all India you could not find suit- 
able men for these posts 1 

Colonel Kirhhope. — I have told you that it is the duty of the Public Ser- 
vice Commission to find men for us and they have failed. 

354. Mr. Neogy. — Is it not a fact that a responsible officer of youx depart- 
ment is invariably associated Avith the Public SerAuce Commission for the pur- 
pose of making a selection and that the selection depends upon him more than 
upon any one so far as the technical qualifications are concerned ? 
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I was in the Standing Finance Committee four or five years ago when there were 
only ten officers of whom four or five were Indians; every year, therefore, the 
European recruitment has been growing and we are not at all satisfied in the 
matter of encouragement of Indian industries : we are not even satisfied in the 
matter of recruitment of Indians to these offices, 

Chairmun. — I quite understand your point and I appreciate it. But 
Colonel Kirkhope’s answer is that it is difficult to get Indians who have been 
through a proper workshop training and that has made it difficult for his 
department to make all the appointments from among Indians, You then 
raised the question that it is difficult for an Indian to get training facilities and 
to go through a course in the workshop, I say that that may be a fact, but 
Colonel Kirkhope is hardly responsible for it, 

Mr. Das. — I am not holding him responsible for it, but I am liolding him 
responsible for the administration of the department of which he is tlie head and 
if he goes against the fundamental recommendation under which his depart- 
ment was created, we as a Committee could question the existence of his depart- 
ment. 

Chairman. — I think it is hardly fair to him to say that he is going against 
a fundamental recommendation of the Committee, If you sec, the proportion 
of Indians in the department is steadily increasing. It was 14 and 2 ; it is 
now 33 to 30, 

359, Mr. Roy. — Do you really believe that we cannot produce the neces- 
sary recruits you want in your department ? 

Colonel KirJchope. — It is not my responsibility to produce them : there is 
the Public Service Commission, 

360, Mr. Neogy. — Do you know that in Mysore they run their entire iron 
works without the assistance of a single non-Indian and that they run the whole 
of their railway system without such assistance 1 How do the Indian States 
manage to do it ? 

Colonel Kirhhope. — I do not know, 

361, Mr. Roy. — The point is this : the qualifications for the candidates are 
prescribed by you or by the Public Service Commission I 

Colonel Kirkhope. — ^^Ve have a certain amount to do with it certainly, but 
the qualifications which eventually go to the Public Service Commission are laid 
down by the Industries Department. 

Mr. Roy. — Of which you are the constitutional adviser ? 

Colonel Kirkhope. — They can take my ad\’ice or not. 

Mr. Roy. — I cannot believe for one moment that you cannot get enough 
qualified candidates in India. 

Chairman. — Cannot we get away from this general discussion ? The 
witness has helped us much more because he has stated that he does not find 
it easy to get Indians who have been through the training in the^ops. 

Colonel Kirkhope. — I have gone fiu’ther and I have said that we have 
taken into our department imtrained men and trained them successfully any- 
how to a certain extent. 
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Coloml KirJchope. — That is a fact. I had a strike there which lasted 
82 days and during this strike I said to these hoys “ Go into the running sheds 
and work among the running engines and there you will learn far more than 
you ever will in the workshops.” I know I learnt more from this source 
during the strike at home than from anything else ; but these boys all refused 
point blank and I had to turn them away from the shops ; they said the 
engine shed work Avas too dii-ty. That is exactly what I have to complain 
about. 

Mr. Das. — That is a sweeping statement and as an engineer I strongly 
protest against it ; it is political and controversial. 

Mr. Mitra. — I think it depends upon the selection : you cannot say that 
throughout India you cannot get boys to take to manual work. 

Colonel KirMope. — May I continue ? Now, at that time, as a member 
of the Board of Industries I was closely associated with a scheme for providing 
a proper college in Lucknow which was going to be adjacent to the engineering 
workshops of the 0. and E. E. and we were going to take a large number of 
boys ; we were going to haA'e a special part of the shop set apart for the boys 
where they could have the practical course ; but it fell through for want of 
funds. You can revive' a scheme of that sort. 

Chairman. — So, that should be one of our recommendations. 

Mr. Das. — Certainly not. This is only one side of the argument and the 
Committee has nothing to do with the personal experience of Colonel Kirkhope. 
The proper type of Indian boys are not allowed to be recruited. 

Chahman. — Colonel Kirkhope Avas asked for his recommendation as to 
what GoA'^ernment could do to make aA'ailable a larger SAippl}'’ of qualified 
candidates for his department. He made no s\A’eci)ing statement ; he simply 
gaA^e us a A'ery interesting Ijit of his oaa'ii personal experience ; you may say 
that it is not typical and there may liaA’c been special reasons and that you 
will get Indian boys ; but at the same time he aa^is quite in order to give us 
his experience ; you are not right in saying that it is a sAA^eeping statement. 

Colonel Khkhope. — I have been associated AA’ith this training of boys all 
over India ; during the AA’^ar I passed no fcAver than 60,000 Indians through 
various training camps and trained them in all sorts of technical AA^ork ; 
I have been on three State Eailways and I haA’-e been associated Avith schemes 
of education and I have Avatched the results ot these things since I left the 
Eailways and I haA’^e been in contact with the Director of Industries in Bengal, 
who is an old friend of mine and AAdio Avas associated AAuth me many years 
ago in these A’^ery schemes ; and he tells me that in Bengal noAv, in conjunc- 
tion Aivith the E. B. Eaihvay, they arc training lads and that he can get 
the boys to do anything. 

Colonel Gidney. — I can say from my knoAAdedge that there are numerous 
training institutions in Bengal which provide A’^ery fine technical men. 

Colonel Kirkhope. — Yes, you are right. 

366. Mr. Roy. — Have you visited the Mechanical Engineering part of 
the Benares Hindu University ? 
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Colonel Kirhhope. — I was on tlie Board of Studies of the Benares Hindu 
University from 1921 or thereabout for a year or two. 

Mr. Roy. — Then the assertion you made that yoix cannot find Indians who 
are able to do hard work is not quite correct ? 

Colonel Kirhho'pe. — I did not say that. I said it is difficult to get the 
pupils to go through the workshops course because of the dirty work. 

Chairman. — We need not pursue this discussion as to what the difficulties 
are. Everyone is agreed — including Colonel Kirkhope — that it is desirable 
that if the policy is to recruit Indians for this department, it is necessary 
to consider what' means should be adopted to provide a supply of suitable 
qualified candidates for the Department. 

Colonel Kirhhope. — I may say, in addition to what I have said already, 
that we have under consideration a scheme for the definite purpose of training 
men. At present we have 2 students and it is very difficult for us to train 
more than 2 at a time. They may pass or they may not, but the intention 
of the department is to continue that scheme for some time. Anyhow, it 
must be continued until the flow of recruits is sufficiently large to enable us 
■to abolish it. 

Chairman. — It is quite clear that this Committee would like to have 
further details about that scheme. I think it would meet our views for 
the recommendation of this particular subject if we say that the Committee 
desires to comment on the fact that a large number of non-Indians are still 
being recruited for the department and that if the reason for this is that 
suitable q-ualified Indians are not available for recruitment, steps should be 
taken to see tliat proper training facilities are available. 

367. Maulvi Mohammad Yahub. — We would like to laiow what other 
recommendations you can make on the subject of giving facilities for their 
training ? 

Colonel Kirhhope. — I have mentioned already that we have two men 
definitely under the three years’ course of training and the idea is — I do not 
know what my Honourable Member xvill decide — to extend the scheme on 
similar lines. Anyhow, he is favourable to a scheme of training Indians 
■within the department. 

368. Maulvi Mohammad Yahub. — Can you suggest any scheme by which 
Indians may get training in railway workshops ? 

Colonel Kirhhope. — The)'' have entrance examinations to these work- 
shops. The competition is very keen and the railway shops are full, as 
full as they can be. They hav^e in Bengal particularly, and I daresay in Lahore 
too, what they call a Board of Apprenticeship Training on which railway 
officers are represented and also educational officers. Their training grounds 
are the railway workshops in and around Calcutta. 

Maidvi Mohammad Yahub. — ^Have they got any educational qualifica- 
tions for these candidates fixed ? 

Colonel Kirhhope. — ^You are asking me too much. T do not know the 
details of everything. 
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Manivi Mohammad Yakub.=-^Yo\i said you' do not want men of 
University degrees for this kind of work. But if the department has fixed 
educational qualifications poor Indian boys cannot do anything but get those 
degrees. 

Colonel Kirkhope.~Let me correct an impression that I might perhaps 
have given. The University degree is of less value than the practical work for 
the men that I am tallcing about. In Bengal they do get scientific training 
and in conjunction with practical training they do eventually have a Uni- 
versity degree. 

Chairman. — Other things being equal, you will rather' have a man who 
has got a University degree as well as practical training. 

Colonel Kirkhope. — Yes. 

Maulvi Mohammad Yakub. — You will give preference to a man who has 
got a University degree and also practical training ? 

Colonel Kirkhope. — Yes ; but the practical training is essential. How is 
a man going to help the industry if he does not know the industry himself. 

369. Maulvi Mohammad Yakub. — I would just like to ask a question 
concerning my local patriotism. Have you done anything to help the Morad- 
abad brass work ? 

Colonel Kirkhope . — We do not buy anything of that sort. 

Maulvi Mohammad Yakub. — I may tell you that during the war Morad- 
abad sold lakhs of spoons and forks. Even now in many hotels in India the 
spoons and forks are supplied from Moradabad. 

Colonel Kirkhope. — If any department will come to me for spoons and 
forks in future, I will mention to it the possibilities of Moradabad, but I am 
not buying spoons and forks. 

370. Mr. Mitra. — Have you done anything for the waterproof industry 
of India ? 

Colonel Kirkhope. — We have done a great deal for it. We bought only 
last week 1475 waterproofs from a firm in Calcutta. AVe are buying a great 
number of waterproofs. 

371. Mr. Mitra. — AA^hat is the total number you have purchased ? 

Colonel Kirkhope. — That I cannot sav. We buy practically all our 
waterproofs from Calcutta and also postal bags, motor car covers, etc. 

372. Mr. MUra. — Are they imported by some Calcutta firm .? 

Colonel Kirkhope. — In some cases the clotli is imported. At the present 
time we are trying to get the Indian textile people to produce a cloth that is 
sufficiently closely woven and beaten up to stand water. The ordinary Indian 
made stufl is not good enough. We may succeed or we may not succeed . One 
difficult5Usthat the short staple of Indian cotton will not stand intensive beat- 
ing lip. It is not long since we have had an opportunity of developing this 
waterproof business. AA"e are buying them for the railways and that particular 
purchase was also for the raihvays. AVe now have large purchases of water- 
proofs and we can now help Indian industries when we liave scope for doing f6'. 
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372. Mr. Mitra. — ^Axe you qxiite sure that the indigenous stufi of water- 
proof has not passed the test of your test house qmte satisfactorily ? 

Colonel Kirhiiope. — ^It has passed certain tests in the test house but the 
Indian proofed material is not Indian woven to the best of my belief. 

Mr. Mitra. — ^Will you please make more inquiries ? 

Colonel Kirkliope. — ^We deal with so very numerous things that I some* 
times fail in my memory, but I know anyhow that we are definitely endeavour 
ingto get an Indian material that will prove a satisfactory waterproof. I know 
exactly what you are driving at. That stuff is waterproof but we found that 
we were supplying most of this particular waterproof stuff to postal peons who 
ride bicycles and we found that the movement of their arms and legs soon made 
the garment leak. We de^'^aed ourselves in the test house a machine that 
duplicated as nearly as possible the movement of the human body and we are 
now trying to get this closely beaten up stuff. I may say that I met the water- 
proof manufacturers in Calcutta about a fortnight ago and I discussed this 
matter with them. 

373. Kumar Ganganand Sinha. — You have told us that with the Public 
Service Commission sits the Technical Adviser of the Indian Stores Department 
when they make the selection. I would like to Icnow the nature of the advice 
which the Technical Adviser offers to the Commission. May I know whether 
the Public Service Commission invariably accept his advice or do they some- 
times override his advice and make their own selection ? 

Colonel Kirkhope. — I might say straightaway that the Technical Adviser 
of the Public Service Commission has never offered any advice whatever to the 
Public Service Commission. He merely sits there and asks certain questions 
and the Commission itself is left to make a recommendation. We have nothing 
whatever to do with it. We do not even see their recommendation unless it 
comes to us through the Industries Department. 

Colonel Gidney. — ^How can a non-technical Public Service Commission 
imderstand the replies given? 

Colonel Kirkliope. — It is astonishing how much they do know. They ha'^e 
a very wide range of knowledge. 

374. Chairman. {Paragraph 53 of the Auditor General's letter). — Are there- 
any questions that you w'ould like to put on this account Sir Frederic 
Clauntlett ? 

Sir Frederic Gauntlett . — The progressive increase in the nominal figure 0 | 
loss in the accounts has already been dealt with very adequately this morning. 

375. Mr. Mitra. {Page 318 of the Report — Important comments ). — ^Have 
you any regulations to regulate the acceptance of contracts ? 

Colonel Kirkhope. — No, whatever contract comes along we take it, provided 
it is from a department that we are free to deal with. 

Mr. Mitra . — So there are some fixed regulations by which you judge these 
contracts before accepting them. 

Colonel Kirkhope . — I do not really quite understand what you mean. 
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Mr. Mitra. — I mean tenders and not contracts. Have you any fixed rule 
by which you guide yourself 1 

Colonel KirTchope.—\N& open the tenders in public as you know and any 
tenderer is at liberty to be present at the opening of tenders and we read out 
the name of the tenderer and also the tender price. 

Mr. Mitra.— I want those details. I want to know whether there are any 
fixed principles by which you -guide yourself ? 

Mr. Ganguli. — We take the lowest satisfactory tender, 

376. Mr. Mitra. — ^Have you any objection to place the list of the approved 
tenders in the library of the Assembly ? 

Colonel Kirlcliope. — We are making over 20,000 contracts in the year and 
I do not think we can do it without a great deal of trouble. We publish the 
result of every tender that is made of the value of over Rs. 100 in the Indian 
Trade Journal. We advertise all contracts of Es. 5,000 and some even under 
Es. 5,000 when we are not very certain of the source of supply. 'When a con- 
tract is awarded we publish it in this booklet. 

Mr. Roy. — But there are no details of the tender. You only say that the 
following tender has been accepted. 

Colonel Kirlcliope. — It will take volumes to publish that. 

377. Mr. Roy. — Would you place a list in the Committee room of the House 
when you do not accept the lowest tender vuth your explanation as is done by 
the High Commissioner ? 

Colonel Kirlcliope. — I shoxild personally resist it on the grounds of cost. 

Mr. Neogy. — Are the cases so numerous in which the lowest tenders are 
not accepted ? 

Colonel Kirlcliope. — I do not think so. 

Mr. Neogy.— Then how does the question of cost come in ? You are 
aware that the High Commissioner sends a statement every six months to 
be placed before the Legislative Assembly in which he justifies the placing of 
any tenders above the lowest price quoted. 

Colonel Kirlcliope. — We, of course, alwa 5 ^s record a reason for not accepting 
t he lowest term. 

378. Mr. Neogy. — Have you any objection to publishing those reasons ? 

Colonel Kirkliojje. — I leave that to my department to say. It is a matter 
for them to decide : it goes beyond my proAunce, I think. ' 

Mr. Ganguli. — The same question is raised in Ihe second paragraph. As 
regards that I vfll give you some figures. Here the remark is made that in 
many cases orders Avere placed. As a matter of fact, Ave haA’’e counted them up 
and found that the)' AA'ere only 25. 18 of them related to the headquarters and 
7 to the proA'inces. Out of these 25 cases, in 24 cases the Audit ojB&cer has con- 
sidered our exjDlanation to be qxiite satisfatory. So there is only one case. 

Mr, Slier cam. If the cases are so very few, the)'^ must be published ? 
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■ ' Mr. Ganguli . — I caimofc give an off-hand reply. 

379. Mr. Roy. — Wq only want to ascertain from Colonel Kirkhope his 
technical \dew which is his own view and has nothing to do with the Government 
of India as such ? 

Colonel KirMiope . — My own view is that the tenderer is sufficiently guarded 
by our publishing the matter in the Indian Trade Journal. 

380. Mr. Neogy . — It is not the question of the tenderer, it is a question of 
public interest. If the High Commissioner thinks it right to make a statement 
every six months, I do not see aivy reason why Colonel Kirkhope should fight 
shy of it ? 

Colonel Kirkhope. — I am perfectly willing to obey any orders that are given 
to me by my department. 

Chairmmi. — Colonel Kirkhope has no responsibility in this matter. If you 
want the Government of India to consider a recommendation of this nature, it 
is easy for you to make a recommendation, to that effect. If they do not accept 
your recommendation, then you can attack the Government of India. I think 
it is rather unfair to ask Colonel Kirkhope his personal opinion. I do not think 
he ought to be attacked on that point. It is the Government of India that has 
to decide this question. I presume it is the actual decision that we want to get 
at and not to make a grievance of it against Colonel Kirkhope. 

' 381. Maulvi Mohammad Yakub. — Will you give any explanation as to 

why indents were placed with certain selected firms only ? 

Mr. Ganguli. — The answer is on account of urgency. 

Maulvi Mohammad Yakub. — I think that answer cannot be satisfactory 
because orders in urgent cases must be very few. 

Colonel Kirkhope. — There are only 18 cases here in more than 20,000 con- 
tracts into which we have entered. 

Kumar Ganganand Sinha. — Now that a circular has been issued, do you 
think that such things will not recur ? 

Colonel Kirkhope. — In addition to the circular that has been issued, we have 
a special letter which we have drawn up and in every case in which we get a 
demand which precludes the usual procedure we write to the indenting officer 
and tell him that we carmot pursue the routine laid down by the Government 
of India in calling for tenders in his case and ask him to give adequate time in 
future. We have sometimes extraordinary cases. We had for instance a case 
where there was a wash-out on a canal at Roorkee. We sent a man to the 
bazaar and we got everything necessary and thus perhaps we saved lakhs 
of rupees. That is a very exceptional case. 

Well, to take the brow felt first. Sir. This felt is used by the 
Army. It took us years to develop the manufacture of this felt in India 
and only one firm put in the necessary machinery for the purpose. We 
tried to get other firms to do it but fortimately they did not do so, I say 
fortunately because since the mechanisation of the army has proceeded, the 
demand for this particular land of felt has steadily declined until we cannot 
keep even the few machines in this particular factory going. So we encouraged 
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this particular factory to put in the machinery and now we cannot keep it going. 
It is therefore useless to my mind to attempt in India to get this stuff. We know 
there is no machinery. We check the price by reference to the home price. 
The industrj^ is dying and it is not a thing we can bolster up. 

Now, with regard to the khaki drill and the blue drill, we advertise regularly 
for these. I have here the same Indian Trade Journal and I find we advertised 
for 28,000 yards of blue drill, 80,000 yards of khaki drill and 14,000 yards of 
white drill. That is one of the channels but we advertise throughout the year 
and we know from long experience that only Binny and Co., Madras, who have 
facilities for special cotton and whose labour appears to be up to a special stand- 
ard, are the only people who can make a drill up to the Army standard. This 
drill is so good that the Home Government has adopted it for colonial troops. 
Usually, in fact invariably, Binny and Co. get this army contract and when we 
make this contract, which is necessarily made at a very low rate because it is for 
an enormous quantity (I think the price is Es. 8-11-0 less 5 per cent, reduction), 
we take an option with Binnys to supply a certain amount over the contract 
for the army and when the Police and other people come to us we throw in their 
demands with the army demand and get it at the low price. It is the cheapest 
drill in India and the best drill. Now we do that not only with drill and textiles 
but we do it with everything. The Eailways, for instance, asked for 11 lakhs 
of gallons of axle oil — it is an enormous figure — and if a canal engineer wants 
10 gallons of oil for lubricating his lock gates we do not go out to tender. We 
throw it into this immense pool and he gets it at the extroardinary cheap rate 
at which th"* railways get the oil. So we effect enormous economy. We 
regularly advertise this drill, but when sporadic demands come in. we throw 
them in with the main demand. 

382. Mr. Neogy. — What does “ etc. ” stand for ? 

Colonel KirJcliope. — I do not know : I did not write this book. 

Mr. Das. — But didn’t you read it ? 

Colonel KirkJiope. — Well, the “ etc. ” may cover anything. I mentioned axle 
oil, for instance. Then there may be electric lamps. Any Government depart- 
ment can get these. 

383. Mr. Mitra. — About the budgeting, I find this year there has been a 
saving of 65,000, and in 1925-26, 96,000, and in 1926-27, 64,000. I raise it as a 
general point because in all these grants we find savings which show over- 
budgeting. I find that everjr^vhere there is some saving in the voted grants and 
that makes the whole budget unreal to that extent. 

Mr. Ganguli — The details are explained in the footnotes : explanations 
of the causes of variation. 

Sir Frederic Gauntlett. — I think Mr. Mitra is really pointing out the 
persistence of the savings. Why is there always a saving ? 

Mr. Ganguli. — This ,s due to the fact that every year we have been having 
expansion. The Standing Finance Committee has been giving us extra money 
every year and then we issue orders, the new scheme .s introduced late and 
there follows a lapse. 
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Sir Frederic Gauntlett.—^The, only suggestion is that if there is always a 
"lapse you ought to make a cut to meet the lapse. I mean experience of many 
years has always shown that these things occur every year. And Mi’. Mitra’s 
question is really pertinent to this extent that if the department would 
just make a list year after year they would see that such and sucli an item 
persists in it. 

Chairman. — ^^Vell, we recognise the difficulty. At the same time, it is a 
difficult)'' which everyone has to deal with and I hope that account will be 
taken of this criticism in future years. 

384. Mr. Das. — With regard to the profit and loss account on page 313^ 
Sir, the loss for the year 1927-28 is given as Rs. 5,55.000, and the audit papers 
presented to us gives it as Rs. 5,76,000. In the previous year’s list it is shown 
as Rs. 3,99,000. When we examined Colonel Kirkhope he said that in 1926-27 
a deficit of Rs. 2,18,000 had occurred. This year it is shown as Rs. 3,99,000, 

Sir Frederic Gauntlett. — The answer. Sir, is found in the footnotes. The 
figures for 1926-27 represents audited figures, while the figures for 1927-28 
do not represent audited figures. In the same way last year the figure given 
was the preliminary figure. 

Mr. Das. — Colonel Kirkhope said the accounts for 1927-28 were not finally 
audited. He said that last year. But then he gave us the audited accounts 
showing that there is a deficit of Rs. 2,18,000, a much smaller figure than is 
sho-wn in last year’s Appropriation Accormt. I am only pointing out the 
discrepancy. 

Colonel Kirhhope. — The profit and loss account is not a true statement of 
our working. The profit and loss account is showing what we have earned on 
contracts but this account here in our administration report shows actual 
recoveries. We may have made contracts up to the extent of 4 crores. 

Chairman. — We are not dealing with that. We are dealing with the 
Accountant General’s accounts. I think Mr. Das’s point is this, that last year 
the Committee was given a figure for the working loss for 1926-27 as Rs. 2,18,000 
and it turns out on the audited accounts that that loss is Rs. 3,99,000. That 
seems to be a very big difference. It seems to me that Rs. 2,18,000 was the 
figure as made out in the administration report. 

Colonel Kirhhope, — The figure given in the Administration Report is an 
audited figure. This profit and loss account to start with is not a correct state- 
ment of our affair’s. The profit and loss account is merely an addition of the 
individual accounts of the department. It is an arithmetical addition of the 
accounts of the department and common items recur. For instance, you 
will see “ To share of headquarters administration charge ” on the following 
page 314. And that occurs throughout in all the individual ones. And you 
will find the same thing comes in here again in page 313. And at the root 
you will find our expenditure appears to be Rs. 24,71,572 whereas it actually 
is not that, because they have added the same things twice over. 

Sir Frederic Gauntlett. — I can explain^ Sir, the difference between the 
account presented la t year in my Appropriation Accounts and the accounts 
presented this year. It depends practically entirel)’- on the fact that last year 
there was this theoretical reduction on the amount debitable to development 
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which was just over a lakh of rupees. Last year the figure was 2,94 and now 
it is 3,99, and practically the whole of it is due to the fact that in view of the 
remark which is now made at the bottom of tlie page no attempt is made to 
indicate a figure debitable to development. 

Chairman. — Well, that is another point. The point that we are at, at 
present, is that in the Administration Report, on page 27, we find that for 
1926-27 the net deficit is Es. 2,18,000, which Colonel Kirkhope says is an audit- 
ed figiue. The figure that appears on page 313 of the Accountant General’s 
Report shows a net loss of Rs. 3,99,000. Colonel Kirkhope explains that by 
saying that in the Accomitant General’s statement one item has been accounted 
twice over. 

Colonel EirMope. — Well, it has been in getting this total. Our total 
expenditure for 1926-27, which I have worked out in detail here, is Rs. 19,44,438. 
Whereas this statement shows it as Rs. 22,24,906, and that occurs through 
adding something twice over. I think it is items 13 and 14. 

Chairman — You were suggesting that the Accountant General’s state- 
ment is inaccurate % 

Colonel Kirhhope. — I am suggesting that his method of preparing accounts 
wants very careful examination to understand really what it is. 

Chairman. — ^And when you have conducted that careful examination 
3 mu find out that the figure is wrong. 

Sir Frederic Gaunilett. — I quite agree. Sir, that if you have two government 
documents, one an Administration Report and the other the Accountant 
General’s statement, the figures of profit and loss should be the same. Leave 
it to us to thrash out how that is to be done. It is exactly what Sir Arthur 
Dickinson drew attention to in regard to railways. He said he could not 
find a figure in any government report that agreed with the figure in any other 
government report. 

385. Chairman. — Well, I think we want to know what the reason for the 
difference is. 

Mr. Ganguli. — The Administration Report includes only administration 
charges. 

Colonel Kirhhope. — That I think is a true statement of accounts on the 
same lines as this without adding the same things twice over. 

Chairman. — But I should like a clear explanation of this ver}-- big difference. 
According to the Accountant General’s statement the Department shows a 
very steady deterioration as regards net loss. When we turn to the Adminis- 
tration Report we find an absolutely different pictine. 

Sir Frederic Gauntleti.-~Tlhe. first main explanation, Sir, is the one that the 
Rai Bahadur gave you. The Administration Report takes no account of 
indirect charges. 

Chair man. —But what are these indirect charge j extending to this enor- 
mous amount ? 

Mr. Ganguli. — Interest charges, capital liability, etc. 

Sir Frederic Ganntlett.— Page 313, items 8, 10, 11, 12, 13, 14 f,id 15. 
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Chairman. — But if I take these items, they have not increased to any 
extent. 

Mr. Neogy. — Depreciation charges have gone down. 

Sir Frederic Gauntleti. — With regard to Audit and Accounts, Ithinkth* 
increase is probably mainly due to increments. It is a young department, 
the junior clerks are all of them getting increments every year. 

Chairman. — ^Yes, but all this does not answer my question. You say the 
difference is due to the inclusion of certain indirect charges but I cannot find, 
on examining these indirect charges, that there has been any increase imder 
those heads which accounts for a lakh and three-quarters. And all this 
morning we have been considering the commercial results of the department 
on the basis of these figures which seemed to show that the results were getting 
so much worse — ^whereas when we turn to the Administration Keport we 
find that it is getting a little worse as between this year and last year and if 
we go'back further there has been an improvement. The question raised 
now is whether these indirect charges are fairly indicative of the results 
of the department. 

Mr. GanguU. — ^In comparing the two, Sir, should you not omit altogether 
the items I mentioned 1 

Chairman. — ^Well, omit them. There is a difference of a lakh and a half. 
If you simply omit these figures each year that won’t account for the difference, 
I think we ought to have next year some explanation of the difference and some 
readjustment of past years so that we can make some comparisons. 

386. Mr. Bos. — May I pursue my original questions to Colonel Kirkhope ? 
I have got one or two further questions to put to him. I find that all the five 
departments have been separated and the accounts show that the metallur- 
gical department has made a profit but the other four departments have made 
a loss. Is that not so ? 

Colonel Kirkhope. — ^Yes. As I told you before, we made 66 per cent, profit 
on the metallurgical inspectorate but the other branches have made a loss. 

Mr. Das. — In the other four departments the losses have increased more 
than last year ? 

Colonel Kirkhope. — The losses in actual rupees are more. That is so, but 
in actual percentage it is less and we are. making towards stability. 

Chairman. — Of course, the larger the turnover the greater the loss, biit 
the point is that the percentage of losses is getting steadily less ; the turnover 
has been larger and therefore the actual gross total loss has been more, btit 
taking the percentage of turnover the loss is less than Avhat it was before. 

Colonel Kirkhope. — That is exactly so. 

387. Colonel Gidney. — ^Is the Department worlring at a loss, at a worse loss 
than last year or not ? 

Chairman. — ^You are going right back to what we started with this morning. 
I think the report which I have asked will give you the information which you 
want. I do not think it is very easy for us to understand it from these figures 

Hf)2CPBIi'inD 9 
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now. We Lave Colonel Kirkliope’s assurance that things are really getting 
steadily better. 

Sir Frederic Gauntlett. — the department is to be considered as in any 
way a commercial department, it is the commerical accoimt by which it has to 
be judged and not by the figures which disregard all the administration charges. 

Chairman. — ^It is quite possible that your commerical accounts include 
items which for a particular year may fall heavily on the department. "What 
I want to do is to examine whether it is really getting better or worse and I do 
not understand the position yet. But I have Colonel Kirkhope’s statement 
that he will be able to put before us in collaboration with the accounts people 
a picture which will show how in certain respects it is getting better and although 
certain indirect charges may have fallen very heavily this year they are not 
going to have that eSect on comparative results. 

Sir Frederic Gauntlett. — I am perfectly sure that a report of the comparison 
of the two figures will enable the position to be clearly elucidated. 

388. Mr. Neogif. — This metallurgical inspectorate existed before your 
department came into existence, perhaps under another name ? 

Colonel KirJehope. — It existed under the same name but on a very much 
smaller scale and with less activity. Forinstaince they did not do the cable 
work that we are doing now and a few other things. They were mainly 
concerned with the inspection of rails and fish plates, but we have developed 
very considerably since then. 

Chairman. — It existed only for the railways ? 

Colonel Kirlchope. — Yes. Now it exists for the open market. The open 
market can buy certified steel. 

389. Mr. Das. — The inspection of wagons is under you ? 

Colonel Kirlchope. — It comes under us. 

390. Mr. Das. — Last year cither you or Mr. Pitkeathly gave us an assur- 
ance that you will be preparing a statement which will show that the largest 
percentage of material used for manufacture of those wagons are all Indian 
articles and I think cither you or Mr. Pitkeathly gave us to imderstand that 
you are having tabulated statements which you examine when you go to 
inspect these things ? 

Colonel Kirlchope. — ^Mr. Pitkeathly Avas not here last year and I was not 
here the year before and I do not know exactly what was said. 

Mr, Das . — I understand it was you or somebody from the Industries 
Department that gave us to understand that in the case of manufactures 
which receive protection the inspecting ofiicer sees that at least 40 to 60 per 
cent, of the materials 

Mr. Neogy. — He said, a substantial proportion. 

Mr, Das. — Yes, a substantial proportion used in those manufactures 
is Indian made ? 

Colonel Kirlchope. — Of course, the bounty on wagons has gone and there is 
nothing of that sort now. What is done is this. I mentioned the matter in 
connection with bridges this morning and it is exactly the same with wagons. 
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Tlie wagons are usually let out on contract to various firms and the firm that 
gets the contract submits to us a list of the material it proposes to get in India 
and a list of the material it proposes to import. If we see in this list any 
material which we think should be purchased in India we go back to them and 
say that they must give Indian sources a chance and in that way we have 
diverted an enormous amount to India. Every indent that goes home comes 
to us for post scrutiny, it does not matter whether it is wagon steel or any 
thing else. If we consider that the material that has been indented for can 
be purchased in India we go back to the indenting oflS-cer and ask him to 
purchase in India and we have been very successful indeed in diverting a great 
deal to India, but we cannot say it must be for we have no mandate. 

Ghairman. — ^Although we have differences of opinion about the policy of 
the department, I am sure we all agree that Colonel Kirkhope has given us a 
tremendous lot of information to-day and has shown striking abilily in 
answering practically every question which has been put to him. Thank you 
very much. 

The witness then retired. 

Mr. Tin Tut and Mr. Gregory were called in and examined. 

Grant iS— Geological Survey. 

391. Chairman. — Paragraph 44 of the letter. “ The savings on the voted 
grant represent 17 per cent, of the provision and suggest that the deduction for 
probable savings might with advantage be increased. ’ ’ What do you say about 
that ? 

Mr. Tin Tut. — Since the 1928-29 budget we have introduced a system of 
separate cuts on account of probable savings from the more important of indivi- 
dual heads in addition to a lump cut. 

392. Mr. Neogy. — Page 188 of the report, Explanation II. “ Excess, which 
was brought to the notice of the Director, remained unregularised.” I do not 
unders^nd why even after it was brought to the notice of the Director the 
amount remained unregularised. 

Mr. Tin Tut. — It was brought to his notice very late in the financial year 
and he did not have enough time to take the necessary steps for applying for 
additional funds. 

Maulvi Mohammad Yaquh. — ^AVhen was it brought to your notice ? 

Mr. Tin Tut. — I think some time in March. Not to my notice but to 
the notice of the Director. 

Grant 59 — Industries, 

393. Ghairnmn. — The next paragraph to which the Auditor General direct- 
ed our pecial attention is paragraph 51, Grant No. 59. 

Mr. Neogy. — ^You have to put every grant. 

Chairman. — I will if you like. I leave it to members to raise any question 
they wish to put if I skip over any grant. 

394. Chairman. — I want to jump now to paragraph 51 of the Auditor 
General’s etter which will bring us to Grant No. 59. Are there any questions on 
any of the intervening grants. 
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' As regards Grant 69 1 will deal first with the Auditor General’s comments 
He says, “ Large savings occurred under both voted grant and non-voted appro* 
priation. It seems that a lump cut, particularly from the budget of the 
Indian School of Mines, could safely have been made. The supplementary 
appropriation sanctioned on the 3rd January 1928 under the sub-head A. 2 (2) 
was mainly responsible for the saving on the non-voted appropriation.” 

Mr. Tin Tut. — We are prepared to consider the question of a lump cut in 
future budgets of the School of IMines. As regards this particular year, 1927-28 
the school was just started in 1926 and so the year 1927-28 was really the first 
complete year for which funds had to be provided ; it was under the circumstan- 
ces inevitable that a certain amount of bad budgeting should have taken place. 
We had to grope in the dark and we had no previous years budgets to go 
upon. 

Chairman. — Then you are taking account of this recommendation in 
future 1 

Mr. Tin Tut. — Yes. 

395. Chairman. — Page 294 — note B. 4. The Auditor General’s comment 
is that the explanation seems to indicate inadequate knowledge of the progress 
of expenditure in India. 

Mr. Tin Tut. — We must admit this. 

Mr. Rajagopalan. — I have got- an explanation, Sir. According to the 
forecast of expenditure for 1927-28 it was anticipated that the total expenditure 
imderthis sub-head would reach about a lakh of nipees. The actual expendi- 
ture incurred during the year amounted to Es. 88,000 against a net grant of 
Es. 1,03,000. One reason why the actuals fell short of the estimate by about 
Es. 16,000 was that plant, materials, etc., valued at Es. 10,000, orders for 
which were placed at least six months before the end of the financial year and 
which were expected to be supplied in sufficient time to allow of the bills being 
paid before the end of the financial year were not actually received during the 
year. 

Chairman. — I think we must accept that. 

396. Colonel Gidney. — I want to put a few questions about the School of 
Mines at Dhanbad. You train your students in mineralogy and various other 
subjects ? 

3Ir. Tin Tut. — ^Yes. 

397. Colonel Gidney. — It seems to me that the students that you train 
there are not recognised except for very .small appointments. For instance, 
they are not accepted by the railway authorities for ordirary inspectors’ jobs 
on mines. 

Mr. Tin Tut. — ^We have been imder communication with the Eailway 
Department and for some of the appointments they have agreed to accept 
the qualifications of the School of Mines. The school being a new one, of course, 
the departments as well as the outside public naturally want to see what sort 
of men the school is turning out. It is only in its 3rd or 4th year. We have 
been negotiating -with the Eailway Department recently and for some of their 
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recognise the certificate or the diploma of the School of Mines. 

398. Mr. Das. — Do you arrange for the necessary practical training for 
your OYm boys ? 

Mr. Tin Tut. — Practical training is compulsory. 

399. Mr. Roy. — You do not guarantee any appointments ? 

Mr. Tin Tut. — ^No. 

Colonel Gidney. — I admit they are prepared to recognise your training but 
they do not accept your boys for appointments. 

Chairman. — It is rather difificult to follow this matter up and I would 
suggest to Colonel Gidney that it might be more appropriately dealt with by 
a question in the Assembly. 

Colonel Gidney. — have asked it. I bow to your decision. 

Grant 71 — Stationery and Printing. 

400. Chairman. — Paragraph 58 of the Auditor General’s letter. “ I 
would suggest that the Managers would show better results in the way of control 
if they acted on the advice of the Pay and Accounts Officer.” There is no query 
raised there. 

Sir Frederic Gamtlett. — It will appear from the notes that the Pay and 
Accounts Officer made certain suggestions which were not followed and the 
results have proved that the Pay and Accounts Officer’s suggestions were 
justified . 

Mr. Tin Tut, — That is so, but since then orders have been issued to the 
Managers that if in any particular case they cannot accept the views of the 
Pay and Accoimts Officer they must report to the Controller of Printing and 
Stationery for orders. They cannot now reject the advice of the Pay and 
Accounts Officer without reference to higher authority. 

401. Chairman. — I think that goes some way to meet your co mm ent- 

Then we turn to page 390 of the report, sub-head M. 8 “ The Public 

Accounts Committee may care to examine the rules governing the provision for 
depreciation. If they admit of so large a variation between estimate and 
actuals, they would seem to be defective. Sub-head 0. 8 suggests a similar 
doubt.” 

Sir Frederic Gauntlett. — Mr. Rajagopalan has just told me that revised 
rules were issued in August 1928. 

Mr. Rajagopalan. — ^Yes, Sir, they will have effect from 1928-29 and I 
think these will improve matters. The depreciation fund was started only a 
few years ago and they have not had time to get on to it properly. The proce- 
dure was not fixed. The new orders were issued after the close of the year under 
review and it is hoped the accounts of 1928-29 will show an improvement. 

Chairman. — ^We must assume that the rules that are now issued are 
proper rules. 

Mr. Rajagopalan. — They have been issued with the approval of the 
Auditor General and the Government of India. 
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Ghairmm. — Then they must^^be proper rales, (Laughter); 

402; Maulvi Abdul Matin GJiaudJmry. — ^Page 389 of the rej)ort — note to 
K.-l. 3 “ Due to employment of men on less than the minimum pay of the 
scale ”, Note to M. 3 “ Largely a consequence of the discontinuance of the 
grant of overtime allowance to the staff.” Docs it mean that the Industries 
Department is sweating their labour ? 

Mr. Gregory. — The men were taken on a temporary basis lor a short 
period on less than the minimum scales of the pay of the post. 

Mr. Neogy. — ^Is this usually done ? 

Mr. Gregory. — Not usually done but in exceptional cases, 

403. Maiilvi Abdul Matin Ghaudlmry. — ^WHiat about tlie disoontinuance of 
the grant of overtime alloAvance to the staff ? 

Mr. Gregory. — The Managers do not as far as possible allow overtime where 
they can possibly avoid it. They do not keep overtime if the work could be 
done within a specified time, 

Mr. Shervani. — ^If they work ov<irtime do they get allowance 1 

Mr. Gregory. — Yes, 

Mr. Shervani. — You say discontimiance. 

Chairman, — It does not mean that the provision of ovevlime allowance was 
abolished but that nobody worked overtime 1 

Mr. Gregory. — Yes, nobody worked overtime. 

404. Mr. Neayy.— Will you please see item N. 1 (1) on page 390 which 
reads “ Due to the appointment of men on pay lower than the sanctioned 
scale.” The Department of Industeies and Labour docs not seem to be setting 
a good example to other employers of labour ? 

Mr. Tin Tut. — 'Wq have had occasion to appoint men on a temporary 
basis on rates of pay which may in some cases bo a little lower than the 
mmimum of a time scale. 

Mr. Neogy. — ^Is this usually done on the case of very small salaries ? 

Mr. Tin Tut. — We have had recourse [to it occasionally. It is a matter 
of Ks. 600 in this particular year, 

Mr. Shervani . — That does not matter. We are concerned with the prin- 
ciple. 

Mr. Neogy . — Does this relate only to officiating appointments ? 

Mr . Tin Tut. — ^Entirely to temporary and officiating appointments. 

405; Mr. Das . — ^In your department, do you purchase your stores yourself 
or through the Indian Stores Department ? 

Mr. Gregory. — We buy articles ourselves except those which we are not 
specifically allowed to purchase excepf through ihe Indian Stores Department. 
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406. Mauhi Mohammed YaJcub. — Do you find purchases through, the 
Indian Stores Department cheaper than if you make purchases directly 1 

Mr. Gregory. — I caimot reply to that for the time being. I have not 
enough experience to say whether it is more profitable to purchase through the 
Indian Stores Department. 

Maulvi Mohammad YaJcub. — ^Do you find it more profitable and more 
convenient to purchase directly ? 

Mr. Gregory. — I am afraid I cannot answer that. 

Mr. Tin Tut. — I have to mention that the Controller of Printing and Sta- 
tionery, who is alone competent to answer this question is down with ptomaine 
poisoning and that he has in consequence been unable to come before the 
Committee. 

Maului Muhammad YaJcub. — 1 want to put the general question whether 
you fimd it more profitable to place your orders directly 1 

Chairman. — We shall not get a useful answer to that question from the 
witness. 

Mr. Roy. — ^What about purchases for the printing presses ? 

CJiairman. — We have nobody before us who is qualified to give a useful 
answer to that question. We must leave the matter to the general inquiry. 

407. Mr. Neogy. — ^WHl you refer to page 414 of the Report ? It is stated 
there that the statements relating to the Central Publication Branch, Calcutta, 
have not been exhibited in the Appropriation Accounts, as they were not sub- 
mitted in time to the Examiner, Government Press Accoimts for audit What 
is the reason for this laxity ? 

Mr. Tin Tut. — ^It is due to a combination of unfortunate circumstances* 
The figures for the statement relating to the Central Publication Branch have 
to be taken from 60,000 vouchers and therefore involve very heavy work. The 
delay in the preparation of the statements for 1927-28 was due to the fact that 
the system followed in that Branch of compiling figures from the stock ledgers 
showing receipts and issues under difl[erent heads was held under objection by 
the Examiner of Government Press Accounts and suggestions were made to com 
plete the figures direct from the issue vouchers. The revised instructions were 
received by the Central Publication Branch only towards the end of September 
1928. The statements have been prepared since. 

Sir Frederic Gauntleit. — The delay in this case has been unusual. 

Mr. Neogy. — It is not likely to recur ? 

Mr. Tin Tut. — There is no reason why it should recur. 

CJiairman. — We must be content with that assurance. 

The mtnesses then withdrew. 
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Evidence taken at the eighth meeting of the Public Accounts 
Committee held on Friday, the i6th August 1929 at 2 p.m., 


Present : 


(1) Tlie Hon’ble Sir George Schuster, Chairmam 

(2) Sir. T. A. K. Shervani, *] 


(3) Mi. B. Das, 

(4) jVIt. S. C. Mitra, 

(5) Kxunar Ganganand Sinha, 

(6) Maxilvi Abdul JIatin Chaudhury, 

(7) jVIr. K. C. Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Mi. K. C. Eoy, 

(10) Sir Frederic Gauntlett, Auditor General, 

(11) The Hon’ble hlr. E. Burdon, Financial Secretary, 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts, 

(13) Mi. 0. A. TRA^^RS, Accountant General, Central 


>Members. 


(_Were 
r present. 


Revenues, 

(14) Mr. B. Nehru, Deputy Auditor General, 

Mr. A. M. Rouse, Chief Engineer, Delhi, 

Mr. A. Brebner‘, Superintending ’ Engineer, Simla 
Imperial Circle, 

Mr. T. K. Rajagopalan, Officer on Special Duty, 
Finance Department, 

Mr. V. Nabahari Rao, Under Secretary, Foreign and 
Political Department, 

Rai Sahib Chuni Lal, Foreign and Political Department, 
Rai Sahib Rama Nand, Foreign and Political Depart- 
ment. 


> Wit7iesses, 


also 


Grant 22 — Irrigation. 

408. Chairman. — ^Please refer to paragraph 24 (c) of the Auditor General’s 
letter which refers to Serial No. 9. 

Sir Frederic Gauntlett. — This is merely a statement of facts. 

409. Chairman. — ^Your other comment on the Irrigation Department is 
in paragraph 30 of your letter with reference to Grant No. 22. 

Sir Frederic Gauntlett. — The whole of these accounts are very considerably 
complicated by the decision which was come to to make certain adjustments 
of the cost of certain canals outside the Government accounts, merely in the 
administration accounts, whereas the budget contemplated that the adjustments 
will be made in the accoimts themselves. The . amount involved is quite 
large and the result is that it throws out very considerably the whole of these 
Irrigation accounts. ^ 

Chairman. — Can we do anything about that now 1 

Sir Frederic Gauntlett. — ^I have only explained the cause of the confusion 
in the accounts throughout. It affects both Grant No. 22 and Grant No. 86, 


IS7 


Sir Frederic Gmmilett. — ^Page 113. Grant 22. C. 2 1 (1). THs item has, of 
course,' ra ised the point that the budget should ordinarily be prepared on the lines 
on which the accounts Avill eventually be compiled. This is a very unusual 
transaction and it is hardly possible to generalise with regard to a matter so 
complicated as that. Do you not agree to that Mr. Brebner ? 

Mr. Brebner. — I do. 

410. Kumar Ganganand Sinlia. — What do you mean by “petty works” 
in C. 2 1 (2) ? 

Mr. Brebner. — As a matter of fact, these are affected by the confusion 
referred to by Sir Frederic. It seems that working expenses under C. 1 (1) and (2) 
were increased by Bs. 17,000 and Bs. 99,000 respectively, whereas under C. 2 
1 (1) and (2) they were correspondingly reduced. 

Chairman. — That does not carry us very much further. But I don’t think 
the matter is of sufficient importance to pxxrsue it any further. As fax as I am 
concerned I do not want to ask any more questions. We have got more 
important things to deal with. 

411. Mr. Das. — May I know if you have got your Irrigation, Navigation, 
Embankment and Drainage works under the same officer or have you got 
different officers for different headings ? 

Mr. Brebner . — They are all under the same officer, '\^’e have only one 
officer to look after everything. 

412. Mr. Das. — I am asking this question because your Consulting 
Engineer (Mr. Harris) was a member of the Orissa Floods Committee and he 
has recommended certain things and he wants that the Embankment should be 
sex^arated from the Irrigation, so that direct attention should be paid to the 
Embankments and Drainage. Have you had the opportunity of looking into 
the report of that Committee ? 

Mr. Brebner. — I discussed it xvith Mr. Harris ; but the remarks of his to 
which you refer had relation to the staff of the Local Governments and not to 
the staff of the Central Government. 

Mr. Das. — Do you mean to say that the Drainage works that are rmder 
you, whether in the N.-W. F. P. or Baluchistan, are so nicely looked after that 
they do not enhance the causes of floods ? 

Mr. Brebner . — We really have no large Drainage works in either of these 
places. 

Sir Frederic Gavntleit. — The fact of the matter is that you have no serious 
danger of floods such as those that occur in Orissa, where it is a regularly 
recurring problem. I do not think there is anything parallel to it in the 
N-W. F. P. 

Chairman . — I suppose we should have Mr. Harris here to reply to such 
questions. 

Mr. Brebner . — ^Mr. Harris is much more competent than I am to advise 
you on this subject, but I think there is no doubt that problems of the nature 
referred to do not occur either in Baluchistan or in the N.-W. F. P. 
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413. Mr. Mitra.—G. 21 (2). I find that the original grant was Bs. 1,69,000 
which was reduced to Rs. 66,000 ; yetRs. 99,000 remains tmcovered. I cannot 
quite follow this. 

Sir Frederic Gaiinflett.—RGta again it is correct to say that it is due to the 
very complicated nature of the adjustment. The grant was reduced because a 
credit of Rs. 99,000 was expected to be adjusted to this head by reduction of 
expenditure. Had the adjustment been made there would have been nothing 
to call attention to. It was because an anticipated adjustment was not made 
that this excess remained uncovered ; and the adjustment is all mixed up with 
the big one to which I called attention. 

414. Chairman. — Would it be possible to have these aceounts prepared 
in a simpler way which would be intelligible on the face of it. 

Sir Frederic Gatiniletl. — We are always prepared to consider any recom- 
mendations that may be made. We have been for the last 7 or 8 years con- 
stantly modifying the form of these accounts trying to make them more elaborate 
and to have the explanations cleared up. If we had, however, tried t-o give an 
explanation of a complicated adjustment such as set out there, it wotdd have 
taken 2 or 3 pages. 

416. Mr. Neogy. — Page lid, Item D. 2 {!). I suppose the money was first 
of all voted by the Assembly and later on it was decided that it should be 
treated as non-voted. Is that the position ? 

Sir Frederic Gauntlett. — This remark would not have been made if it had not 
restxlted in a change in the classification. 

Chairman , — There are several more of these comments of the Auditor 
General on various poi( ts. Sir Frederic Gauntlett has not marked them as of 
special importance but if any jnember wishes to ask some qostions about tliom 
he is at liberty to do so. 

416. Kmnar Ganganand Sinha. — I cannot follow D. 1 (1) mentioned in 
sub-paragraph {d) of paragraph 30 of the Auditor Gencrars letter. 

Mr. Travers . — This is merely dric to leave given to officers who go to 
England. The High Commissioner sends a statement once a year showing 
the distribution. The statement was received too late to enable the A. G., 
Punjab, to make the adjustments in the accounts that year. 

Sir Frederic Gauntlett. — It depended entirely on the fact that in this parti- 
cular year the statement came too late. 

Mr. Travers. — ^For two years running it has been so. 

Sir Frederic Gauntlett. — I ought to explain that my comments wer® 
made under verj?- great pressure, I did the wffiole of it within 24 hours and it i® 
done up here whereas the Accountant General is down in Delhi. Besides it i® 
a matter of great urgency to get it printed. Some of my comments would have 
been very much more illuminating and accurate if I had had an opportunity of 
consulting the Accountant General, Central Revenues. It is however literally 
impossible to do so in the time that is given to me. 
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417. Mr. Mitra. — ^Please refer^to page 117. There is a saving of 
Rs. 2,80,000. May I call attention of the Committee to this. 

Sir Frederic GauntletL — That, again, has been a customary feature of 
almost every Irrigation budget throughout India. 

Maulvi Mohammad Yahuh. — Is not the Irrigation Department a very old 
and settled department ? 

Sir Frederic Gauntlett. — That is imdoubtedly so. 

Maulvi Mohammad Yahuh. — In the case of a new department like the 
Stores Department one can very well understand the over-budgeting because 
of its newness but why should there be an over-budgeting in the case of an old 
department ? 

Mr. Brebner. — I am afraid there were many reasons for this excess. In 
one case there is a large sum under pensionary charges. We were led to believe 
that we would have <o meet these but eventually we found that we need not do 
so. 

Maulvi Mohammad, Yakub. — What led you to believe that you will have 
to bear those expenses 'i 

Mr. Brebner. — 1 understand that we were informed by the Accountant 
General that they would have to be met by us. 

Mr. Mitra. — ^Do you agree that there is a necessity for a larger cut. I 
find that there was an over-budgeting last year to the extent of 3 lakhs and also 
year before last to the tune of 4 lakhs. So every year it is 3 or 4 lakhs over- 
budgeting. Is it not possible to have a larger lump cut ? That is only a sug- 
gestion. 

Mr. Brebner. — I see no objection to a large lump cut. 

Chairman. — That point should be considered for the future. 

418. Kumar Ganganand Sinha. — Item 6 under the heading ” Observations ”, 
page 119 of the report. Could you explain this a little further. 

Mr. Brebner. — In the year in question stock to the value of Rs. 700 was 
used up, and this year the local authorities expect to use up a further amount 
of stock to the value of Rs. 2,000. As regards the rest, the Chief Engineer 
has circulated information to the different Engineers on the Frontier and asked 
them whether any of the materials left would be of any use to them. 

Grant 69 — Civil Works. 

419. Chairman. — ^We wiU now come to Grant No. 69 — Civil Works. Para- 
graph 24 {d) of the Auditor General’s letter. Serial No. 13 on page 34 of the 
Accountant General’s Report. Have you anything to say about it 1 

Sir Frederic Gauntlett. — It is true that Fundamental Rule 45 has at length 
been redrafted and the Supplementary Rules have been published and now all 
my Accountants General are very hard at work applying the Supplementary 
Rules which have now been finally published to the various rentals that have 
been charged for some years past and trying to determine how much has to be 
refunded or how much has to be recovered. Some persons have already receiv- 
ed refunds. The position is that the rules are out now and the Audit officers at 
length arc in a position to re-audit all the payments that have been made since 
the date with effect from which the rules have been brought into force. 
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420. Mr. Roy. — I sJiould like to Imow wliat is fcke net result of tke change 
under Fundamental Rule 45. 

Sir Frederic GauniJetL— It is quite impossible to say at present until all the 
bills which have been presented since let April, 1924, are re-audited. 

421. Mr. Roy. — is the efiect on the value of Government properties 
of the promulgation of this rule ? 

3Ir. Brebner. — It does not afiect the value as regards the sale price in the 
market. It simply means that we get in some cases more, and in some cases 
less rent than we did before. 

422. 3Ir. Roy. — ^^Vhere a house fetched a rent of Es. 4,000 before it has 
now been reduced to Rs. 1,400. Is that correct ? 

Mr. Brebner. — I should not like to commit myself to definite figures, I 
hardly think that the difference would be so great as that. 

Mr. Roy. — What about Knockdrin ? 

Mr. Brd)ner. — I think the rent of Knockdrin previously was less than 
Rs. 4,000 and is now more than Rs, 1,400. 

Mr. Roy. — How much is that ? 

Mr. Brebner . — I cannot give the figures. 

Mr. Roy. — Don’t you think that this has under-valued the whole of the 
properties in Simla ? 

iMr. Breibner. — It has had no efiect on the value of the properties. All that 
has happened is that we are now limited to charging rent for the period of 
occupation. 

Mr. Roy. — What about Mr. -Patel’s house ? To the best of my recollection 
it used to be 3,600, and you are now getting Rs. 1,200. 

Mr. Brebner . — That is the amount of rent that wo recover. 

423. Mr. Roy. — ^Do you know that this under-valuation of Government 
properties has affected the private estates in Simla ? You are a Municipal 
Commissioner, You can give me an answer. 

Mr. Brd)ner. — I am not prepared to agree to such a statement. Proper- 
ties in the centre of Simla fetch as much rent as they did 5 or 10 years ago but 
certain properties in the outlying parts do not let as readily now as formerly. 

Maulvi Mohammad Yalevd). — In any case Government are losing. 

Chairman. — ^We are not really concerned Avith the merits of the plan on 
which these rents are fixed. 

Sir Frederic Gauntlelt. — The present principle was laid down by the Lee 
Commission and was accepted by the Secretary of State. Rules have now been 
made to give effect to the decision of the Secretary of State. 

Mr. Roy . — ^The net result has been loss of Government revenue and the 
under-valuing of Government properties has also affected private estates in 
Simla. 
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their predecessors contained in paragraph 67 of their report on the 
accounts for 1926-27.” Paragraph 2 on page 366 of the Ac- 
countant General’s Beport runs — “ In paragraph 72 of the pre- 
vious year’s report it was mentioned that the audit objection in 
regard to — 

(1) Losses or risk of loss in connection with the rents of residential 

buildings, etc., and 

(2) Deviation from the Statutory Exiles in fixing rents of residences, 

remained unremedied as the Supplementary and Financial 
Buies as well as administrative orders thereunder had not been 
issued. The Supplementary Buies and other orders there- 
under have not yet been issued and therefore the objection still 
remains um-emedied. It is understood however that Govern- 
ment arc doing all they can to hasten the issue of the Supple- 
mentary Buies.” 

Sir Frederic Gauntlett . — These Supplementary Buies have been issued since 
that was written and the work is now in hand. 

Chairman. — Does that dispose of that comment ? 

Sir Frederic Gauntlett. — ^Not by any means. All that I suggested was that 
the efiect of the Supplementary Buies might receive the consideration of the 
Committee. They have already taken it up. Paragraph 3 deals with a 
matter which has not yet been specially referred to and perhap Mr. Brebner 
might wish to make some comments upon that. 

427. Chairman. — Paragraph 3. “ In paragraph 73 of the previous year’s 
report, the recurring loss due to the provision of residences in Simla for the 
members of the Indian Legislature was brought to notice. The Secretary of 
State has decided that all members of the Indian Legislature, official and non- 
official, should be charged the standard rent under Fundamental Buie 46-A, 
for the quarters provided for them.” 

Mr. Brebner. — ^As Sir Frederic indicates, there is still considej'able loss on 
these quarters, and the suggestion contained in this paragraph is that the mem- 
bers of the Legislature should be charged rent calculated under Fundamental 
Buie 45-A and be subject to the same restrictions as Government oflicials are. 
You will find at the end of the paragraph the folloiriug : ” It was suggested 
that as members are now given the benefit of revised Fundamental Buie 45-A, 
it would not be unreasonable to expect them to conform to the conditions of 
allotment imposed on officials.” ^Ve have losses in Longwood and elsewhere 
owing to the fact that members take quarters for the period of the session, 
come up and throw them up after residing in them for 2 or 3 days only. In the 
meantime, we have turned out to make way for these members, officers who 
would have liked to remain for the rest of the season. 

428. Chairman . — ^Would you like to ask members whether they have got 
any suggestions to make for remedying this evil 1 

Maulm Mohamtmd YaTcuh. — ^When a quarter has once been taken over by 
a member, don’t you charge him the rent for the whole season whether he occu- 
pies it or not ? 

Mr. Brebner.— 1 try to, 
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Maulvi Mohammad, YaJcub. — It is in oiir rules. 

Mr. Brebner. — That rule is not enforced. That is my difficulty. 

. Chairman. — ^Whose fault is it ? 

Mr. Brebner. — I thinlc the members themselves object to it, and no pressure 
is brought on them. 

Manlvi Mohammad, YaJcub. — Can you quote instances where a member, 
after occupying a quarter for 2 or 3 days, left it, and was asked to pay and 
refused ? 

Mr. Brebner. — I could quote many instances if you give me time to produce 
the figures. 

Maulvi Mohammad YaJcub. — We would lilce to have the instances. 

Mr. Brebner. — I have in mind the case of a member of this very Committee 
who applied for rooms for the period of the Committee’s sittings this year. 
I allotted him a room for that period, and only yesterday had a. letter from him 
in which he stated that he was vacating the room and would not accept res- 
ponsibility for rent after vacation. 

Maulvi Mohammad YaJcub. — You do not give the quarter for the whole 
session. That is the whole difficulty. 

Mr. Brebner . — I gave it for the period of this Committee. I do not control 
the allotment of quarters during the session. 

Maulvi Mohammad YaJcub. — The difficulty arises on account of this 
dyarchy. 

Mr. Miira. — In this particular case, he is asked to vacate before the Com- 
mittee finishes. 

Maulvi MoJiammad YaJcub. — I was asked to vacate the quarter before the 
Committee finished. The Committee sits up to the 31st. 

Mr. Brebner. — Might I make the suggestion that the Legislative Assembly 
Department be asked to make allotment of these quarl:crs to members who want 
them for periods during wliich Conunittees sit because so long as I make them 
for such periods and the Legislative Assembly Department make them for 
periods of the session there is bound to be confusion. 

Mr. Miira. — ^^Ve do not understand wliy the Legislative Assembly Depart- 
ment should not take up the allotment both for Committees and for the session. 
I approve of this suggestion. 

Maulvi Mohammad YaJcub. — I also wrote to the Secretary of the Assembly 
asking why there should be this dyarchy. The quarters should be handed 
over permanently either to the Public Works Department or to the Assembly 
Department. 

Mr. Brebner. — ^Last year it was decided that a Committee should be ap- 
pointed of members of the Legislature to discuss these matters and draft rules. 
During the winter session of the Legislature I tried without success to get the 
Committee appointed. I am taking the matter up again now and hope that it 
will be possible to get something done during the coming session. 
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Maulvi Mohammad YaJcub.—ln fact, a Eesolution was moved by Sir Hari 
Singh Gout in the Assembly to this effect. 

Kumar Ganganand Sinha. — A Committee was actually formed for one year 
but they did not meet, 

Maulvi Mohamrnad Yakub. — ^We have got a House Committee for Delhi, 
but that Committee has nothing to do with the letting of houses. That Com* 
mittee only discusses about the construction of quarters, etc. 

Chairman. — Is it the general view that Mr, Brcbner’s suggestion would 
help in this matter ? 

429, Mr. Shervani. — I presume only rooms in the new block are available 
for the members even now ? 

ilfr, Brebner. — No, All the rooms with the exception of the rooms in the 
old block are available for members, 

Maulvi Mohammad Yakub. — They arc the more convenient rooms, 

Mr. Shervani. — That is our complaint, 

Mr. Brebner.— kt the time the division was made we were assured that the 
distribution which wc proposed was one wliich would meet with the acceptance 
of the members, 

Maulvi Mohammad Yakub. — By whom were you assured ? Have you 
been the rooms in the new block ? 

Mr. Brebner. — I have, 

Maulvi Mohammad Yakub. — Only one room without any dressing room 
and without any ventilation ! 

Mr. Brebner. — Many members jirefer them, 

Maulvi Mohammad Yakub. — It may suit some, not many, 

Mr. Shervani. — Arc they allowed the use of tlie dining room even now in 
the Longwood Hotel 1 

Mr. Brehier. — Those wlio wish to take meals from the caterer, that is those 
who live in un-orthodox fashion, are allowed the use of it, 

Mr. Shervani. — I suppose you do not allow anybody in the Longwood 
Hotel who does not take his food there ? 

Mr. Brebner. — That is not correct. 

Mr. Shervani. — ^Last year I was told so definitely. 

Maidvi Mohammud Yakub. — ^You have a separate dining room for the mem- 
bers of the Assembly. They arc not allowed to take their food in the jnain 
dining room ? 

Mr. Brebner. — Oh yes, they are. 

Mr. Shervani. — Not last year. 

Maulvi Mohammad Yakub. — I was also there for a few days and I had to 
shift to the Range. 

Mq . Bi ebner. I was not here last year ; I cannot say what happened then. 
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Mr. Slm'vani. — The general complaint of the members is that there is 
diSerential treatment in the Longwood Hotel and therefore they do not like to 
reside there. 

Maulvi Mohammad Yaliuh. — Even the members do not get the same food 
which the permanent residents get. 

Mr. Brebner. — ^They are under a differenet contract. 

Maulvi Mohammad Yal'uh. — ^\^Tiat do you mean by a “ different con- 
tract ” ? Wo have the same caterer. 

Mr. Brebner. — You need not liave the same caterer. 

430. Mr. Roy. — Am I right in my assumption that the Longwood Hotel 
was acquired for the purpose of accommodating members of the Central Legis- 
lature ? 

Mr. Brebner.- — Partly for that. 

Mr. Roy. — ^Was not the amount required for the acquisition of this property 
shoivn under the heading “ Legislature in the Budget itself ? 

Mr. Brebner. — ^Tlic acquisition ivas made so long ago that I cannot be cer- 
tain. 

Mr. Shervani. — If it is a fact, will you give the best rooms to the members of 
the Assembly ? 

Mr. Brebner, — I tliink, at present, we do. 

Chairman. — I t hinl d we are rather getting off the point. This question 
came up in connection with the recurring loss to Govermnent due to thq pro- 
vision of residences in Simla for the members of the Indian L^slature. 'We 
are now discussing the amenities of the member.s. 

Maulvi Mohammad' Yakub. — ^Members of the Legislative Assembly are 
suffering on account of the inconvenience of the accommodation. 

Chairman.— Ai Mr. Brebner’s suggestion of a Committee is followed up, 
the question can be threshed out. 

I 

Maulvi Mohammad Yakub. — ^No single member can have one double 
cottage. 

Mr, Brebner. — ^At times he can. . 

Chairman. — I really must stop this discussion. 

■ 431. Mr. Neogy. — am taking Mr. Brebner on the note on page 367# 
paragraph' 3 : The total deficits on the last 7 years’ working of the Longwood 
Hotel and on 4 years’ working of the orthodox members’ quarters amount to 
Es. 1,45,089 and Es. 69,620 respectively ”. Is this loss of Es. 1,46,000 on the 
Longwood Hotel ascribed exclusively to the members of the Legislature 1 

Mr. Brebner. — Not exclusively. 

Mr. Neogy. — Then ? 

Mr. Brebner. — ^l^ery largely. 

H62CPBFinD " 10 
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Mr. Neogy. — Tliis paragrapL. deals with the question of the loss incurred 
on the provision of quarters for the use of the members of the Legislature. If 
a part of this loss is to be ascribed to people other than mombei s of the Legisla- 
ture, that ought to be divided. 

Mr. Brebner. — I do not thinlr it would be possible to make such a division 
accurately. There is not the slightest doubt that we can fill Longwood and keep 
it full for the greater part of the year were it not for the fact that Government 
officials have to be turned out to make way for members of the Legislature. 
Therefore it is fair in one sense to ascribe most of the loss to the members of the 
Legislature. 

432. 3Ir. Neogy. — ^Are you qm‘te sure that you get an economic return so 
far as the accommodation which you give to the officials is concerned 1 

Mr. Brebner. — What do you mean by “ economic ” ? 

3Ir. Neogy. — You show this as the loss. Ai'c you quite sure that you 
make a profit on the officials or that the officials pay their way ? 

21r, Biehner. — I cannot say what these figures purport to represent. 

B%r Fredenc Gauntletl. — I think the position as set oiit here is quite clear 
from the accounts’ point of view. There is a block of buildings called Long^vood, 
and an accoxmt is kept to show the exact cost of maintaining and mnning that 
block of buildings. The total loss on that block of buildings during that period 
is'jthe figure set out there. We are not concerned at all with whether the 
buildings are let to members of the Legislature or to officials. We merely take 
the block of building and show the loss on it as so much. It is perfectly true 
that that building was acquired primarily for the use of the Legislative 
Assembly and I believe I am correct in stating that it was only because it was 
found that the members of the Legislative Assembly would not require a part of 
the building for any part of the year and the other part of the building for rnore 
than a month in the year that an attempt was made to let Longwood to officials. 

433. iifr . Neogy. — If it has been found possible to separate a particidar 
block altogether and reserve it for the occupation of officials, is it not possible 
to have separate accoimts showing the losses sustained under each head, namely , 
the officials and the members of the Legislature ? 

Sir Frederic Gmmtlett. — If in fact one portion of the total building is set 
aside entirely for officials, that theoretically would be possible. 

MauJvi Mohammad Yahvb. — The main block is entirely for the use of the 
officials. It is possible to keep a separate account of the loss on that block. 

ilfr. Brebner. — That will make matteis appear worse from the point of view 
of members. 

Chairman. — You mean the loss over the residences of members of the 
Indian Legislature wfil be greater than the figure set out here *? 

Mr. Brebner. — Proportionately, yes. At present the loss does not appear 
so bad, because the figures are combined with those of the old block. I do not 
say that we make a profit on the old block but the loss there is not anything 
like so great as it is in the quarters set aside for the use of members. 



Mr. Mitra. — Tliere is a loss ? 

Mr. Brehner . — ^Yes. ^ 

Mr. Mitra. — This loss is attributed to the residence of the members of the 
Indian Legislature. That is not correct. 

Mr. Brehner. — You can say “mainly”, 

434. Mr. Mitra. — ^You say here ; “It has been decided tliat the explana- 
tion of the principles of allotment contained in the circulars to members is 
sufficient and no further rules are necessary ”. Then why are you stressing this 
point here ? Is it not correct ? Do you dispute that ? 

Mr. Brehner. — That is quite correct if it is put into practice. But the 
trouble is that it is not put into practice. 

Chairman. — The difficulty is to enforce the rule ? 

Sir Frederic Gauntlett. — ^All the questions which are now being discussed 
are strictly ultra vires of this Committee as being outside the financial effect. 

ilfr. Neogy. — I suggest that so far as the accounts of theLongwood are con- 
cerned, they might be split up into two heads. That is not beyond the scope 
of this Committee. 

Chairman. — Sir Frederic Gauntlett said “ outside the financial effect.” 

435. Colonel Gidney. — ^Does tliis include a reference to the Western Hostel 
at Delhi too ? Have any losses been incurred on residential quarters in the 
Western Hostel ? 

Mr. Rajagopalan. — They are referred to in some other paragraph. 

Chairman . — This paragraph deals with residences in Simla. Eeferring to 
Mr. Brebner’s suggestion, we can say that the Committee would like a recom- 
mendation to be made as regards the appointment of a Committee of the 
Legislature to consider the allotment of residences in Simla. 

Mr. BrFbner. — It has already been decided that such a Committee should 
be appointed but no effect has been given to the decision. 

Chairman. — ^We can say that we would like to see that decision given 
effect to. 

436. Chairman. — Now we will get along with the next paragraph (1). 
Pages 372 and 373 — ^paragraph 12, relating to disregard of financial interests 
of Government in making contracts, “ It is desirable that orders- should be 
passed at an early date on this old case. The strictures of the departmental 
Accounts officer seem to have been fully justified and the delay in the Chief 
Engineer’s office seems to call for explanation.” I think. Sic Frederic, you 
mentioned this as a serious case of delay in giving effect to the orders. 

Mr. Rajagopalan . — ^I may mention that the Government of India have 
passed orders as regards the question of delay. The orders of the Government 
of India read as follows : — 

“ The Chief Engineer has regretted the delay in disposing of audit ob- 
jections m this case and he has assured the Government of India 
that he and his officers are doing their best to dispose of audit 
objections with the least dislocation of work possible.” 
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Chairman. — It would perliaps be a more satisfactory assurance if it bad 
been “ vecy little delay ” instead of “ the least possible delay.” 

Mr. Rouse. — The officers in Delhi have a very hard job and they are all 
overworked and they have always many matters to dispose of besides audit 
objection. We have had to clear off heavy arrears of such objection. 

437, Sir Frederic Gauntlett. — ^Mightweknow when the orders were finally 
issued ? 

Mr. Rajagopalan. — The final orders issued on 30th April 1929, and the 
original orders of the Government of India v/ere issued on 9tli September 1926. 

Sir Frederic Gauntlett. — The delay I was calling attention to was in the 
office of the Chief Engineer from 9tli September 1 926 to the 20th hlarch 1928, 
a delay of 17 months. 

Chairman. — Which particular case is that ? 


Mr. Rajagopalan. — It refers to the first paragraph on page 373. I think 
I might mention to the members of the Committee who were present at the 
discussions last year and the year before that the Chief Engineer had to answer 
for several hours at a stretch on alleged irregularities about the stone yard, 
the marble accoimts and so on. The fact is that the accounts organisation in 
the beginning of the project was not sufficient and it was recognised that the 
Chief Engineer had not adequate assistance in disposing of financial matters. 
The thing being a project that does not close once and for all, all the irregulari- 
ties are carried over from year to year, with the result that the Chief Engineer 
has been doing his best to answer the objections which unfortunately have been 
piling up. I must plead guilty because as an internal checker I have been 
worrying him quite sufficiently, and I must say that he is trying to do his best. 

Chairman. — Then, the defence is getting a little weaker ; he says he is doing 
his best and you are sa}dng, he is trying to do his best. 

Mr. Roxise. — When I took over this job in 1925, the whole system of 
accounts and audit was altered and since then I have had to answer an enor- 
mous number of enquiries into these matters. We are now getting square, 
but it has meant an enormous amoimt of work for all concerned, and especially 
to the executive officers who are trying to keep the work going simultaneously. 

438. Chairman. — Will you agree. Sir Erederic, that there is a sign of 
i mprovement ? 

Sir Frederic Gauntlett. — I should prefer to answer that after all the cases 
of delays are answered. 


439. Chairman. — ^What are the other cases of delay referred to ? 

Sir Frederic Gauntlett. — They are referred to in paragraphs (Z), (m) and (n). 


440. Chairman. — We have dealt with paragraph (Z). Now we will pro- 
ceed to paragraph {m), ‘ Incorrect certificates furnished to an Accounts Officer.’ 
“ Audit requested the Accounts Officer on 31st August 1927 to explain why the 
assessment of rent escaped notice for so many years. Final reply of the Ac- 
counts Officer is still awaited.” May I Imow if there has been no reply ? 

Mr. Rajagopalan. — The case has been disposed of since. It was found 
hat the whole thing started .from a misconception. The Executive Engineer 
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Chairmaii. ^What is the position as regards these orders ? 

3Ir. Rajagopahn. — Orders have been passed as regards that particular 
sub-paragraph. As regards petrol and kerosine oil, it is a little serious and 
the matter is under the consideration of the New Capital Committee. I had 
the advantage of a discussion with the President of the New Capital Committee. 
He accepts the explanation put forward by the Chief Engineer in his memo- 
randixm submitted about the beginning of this month. 

444. Mr. Das. — ^Does the Chief Engineer absolve the store-keeper ? 

Mr. Rajagopahn. — There is no question of absolving him because the 
man was dismissed in the first instance and subsequently died. We are simply 
bury ing the case. It was one of a series of irregularities committed by a 
particular store-keeper who got dismissed on the spot. There was a full enquiry 
by an officer of the rank of Consulting Engineer who went into these irregularities. 
The audit officer as well as the accounts officer were present throughout the 
enquiry. The judgment passed was that the stores organisation was inade- 
quate and that nothing could be done as the officers primarily responsible 
were either dismissed or had died. The irregularities relating to both petrol 
and kerosine oil were committed by the very same people. 

Maulvi Mohammad Yakub. — All these relate to items 1 to 3. 

Mr. Rajagopahn. — I will go further and explain in his favour that he 
fudged the entries merely to show liimseK well ofi from the accounts stand- 
point. He showed petrol stock on the books for several 3 ’-ears withoitt making 
any allowance for leakage. 

Maulvi Mohammad Yakub. — "What about Icerosine oil ? 

Mr. Rajagopahn. — The leakages for several years were covered up by 
receipts which were not entered up at the time of verification. 

Mr. Rouse. — He was getting receipts but he did not enter them in the 
book. '\ATien the stores were verified he kept those receipts off liis book 
without being verified. He had been carrying on the loss due to leakage for 
several years. 

445. Ghaimian. — He himself was maldng no personal gain at all ? 

Mr. Rouse. — do not think he was. It was sheer stupidity. 

446. Mr. Neogy. — Why was it that the local administration did not agree 
to refer this matter to the New Capital Committee as was suggested by the 
Accounts Officer ? 

Mr. Rajagopahn. — It was a question of interpretation of rules. Amounts 
up to Rs. 10,000, they could themselves mrite off. Later on, the Chief En- 
gineer came up to the New Capital Committee. They have considered the whole 
thing and practically come to the conclusion that if that particular gentleman 
had been alive and in service, they would deal very severely with him for his 
manipulation of accounts. Since he is dead nothing can be done. 

447. Chairman. — ^What I want to get at is that this report says that final 
orders are awaited. Have final orders been issued ? 

Mr. Rajagopahn. — On one particular bit, final orders were passed some 
months ago. 
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Mr. Jtajagofdlan.—TkQ matter has been improved since by arranging 
that there should be a separate and independent stock account kept by the 
Accounts office. He has stock verifiers under him, and he makes surprise checks 
of any account he likes. This arrangement has rendered very unlilrely any 
such irregularity arising in future. We are really burying the past. 

Maul'd Mohammad Yakuh.—'Wha.t is the total amount that you want to 
bury ? 

Mr. Rajagopalan.—Th& total amount of loss is 12 lakhs. I gave a very 
full explanation to this Committee last year. 

Chairman . — That 12 lakhs includes a great deal which is not dealt with 
in this case. 

Mr. RajagopaJan . — From the inception of the project we have got on our 
books a loss of 12 lakhs. I explained last year to the Public Accounts Com- 
mittee that this was due to some extent to defective book-keeping. If we set 
out gains against losses, there will probably be no loss to write ofi. 

Mr. Rouse . — The loss of 12 lakhs also covers loss by depreciation and fall 
in market value. 

Colonel Gidney . — In similar cases, in other Government of India depart- 
ments, there is almost invariably a police enquiry. In fact, it takes place in 
Postal and Telegraph Departments. 

Mauld Mohammad Yakub . — We gather from the newspapers that a case 
relating to the Finance department is now before the courts as a result of police 
investigation. 

Chairman . — The case is not parallel. The loss in the stores is simply due 
to bad accounting, and in this particular case, we had a special explanation of 
the loss. The loss was a natural one, due to evaporation. 

Mauld Mohaminad Yakub . — ^It is very difficult to understand that so 
much quantity evaporated. 

451. Mr. Neogy . — ^What about belting ? Was it due to evaporation 1 

Mr. Rajagopalan . — It was simply due to mis-posting. The store-keeper 
was not a trained man and he was not able to explain at the time that there 
was confusion between belting ‘ camel hair’ and belting ‘ Gripoli’. Afterwards 
the Accounts Officer found out the truth. 


452. 3Ir. Neogy . — Was this within a short period of the purchase of stores 
or of the pre\uous verification ? Was not a previous verification made ? 

Mr. Rajagoplan . — The first storekeeper was found to be a scoundrel and 
he was dismissed on the spot. Another untrained man came along. 

Mauld Mohammad Yakuib . — ^Why untrained ? 

31r. Rajagopalan . — That was a point wh'ch Mr. Roche fuUy went into. 
He blamed the administration for being penny wise. It was the view that a 
trained man would have cost more. Anyhow we have not ffist appreciably. 


Colonel Sidney . — I feel disposed to state that the Committee might consi- 
der whether in such cases, it is not necessary always to have a police in- 
vestigjxtion. 
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the big savings was surrendered in good time, but the number of uncovered 
excesses under rmnor heads suggest that the detailed control of the grant 
was not entirely satisfactory.” 

Sir Frederic Gauntlett. — With the deduction of the probable savings, the 
total grant would have been 73 • 32 lakhs and the expenditure against that was 
39-09 : that is 39 laldis against 73 lakhs which is roughly 60 per cent. The 
cut that was made was only about 10 per cent., and it is true that this has been 
the feature of the budget under this head for years past and every year I 
have called attention to the same fact. 

Chairman. — What have you got to say Mr. Eouse ? 

Mr. Rouse. — It is a very difficult tiling for me to budget and forecast 
what works will come forward in the coming year. For instance, this budget 
was framed in October 1926. I am only a servant of the Government of 
India in this matter and it is they who frame the policy which varies from time 
to time and it is very largely a matter of policy as to what works proidded 
in the sanctioned project iviU be taken up or postponed or modified. You will 
find at page 64.9 under “ Postponement of Works ”, “ Government House ”, 
about 2 lalihs. We did not spend this for want of draivings and also on ac- 
count of the delay in obtaining suitable stone. Stone is a matter of great 
difficulty Avith us and Avork gets delayed if stone of suitable size and colour 
cannot be produced. Under ' Legislative Buildings ’ there is a sum of 2 lakhs 
and 60 thousand for completing the other storey. That was a matter which was 
under discussion and it Avas not till this year that it AA'^as decided to carry it out. 
Then about other civil buildings ; under ‘ Hospital ’ there is a sum of 6 
lakhs. We have not yet carried out the work. There haA^’e been nximerous 
changes of policy AAdth regard to the hospital since the inception of the project. 
Under ‘ Furniture and Fittings ’ for Government House there are 4 laldis. 
That again is a matter which takes a A’’ery long time to settle AA'ith regard to the 
details. But I have to put money into the budget for all those items which 
seem likely to mature during the year. 

465. Chairman . — Take the hospital noAA^ That has never received financial 
approA’-al ? 

Mr. Rouse. — This project has received financial approval as a whole. We 
do not have to put up every indiAudual item for sanction. Ever since the 
inception of the project there has been a proAusion therein for a hospital in 
Hew Delhi — sometime more and sometimes less according to the changes oi 
policy. 

Mauhi Mohammad Yakub. — In the last budget also AA-e sanctioned some 
money^ for a hospital at New Delhi ? 

Chairman. — ^Yes. 

Mr. Rajagopalan. — The hospital wiU serve the needs of Noaa’’ Delhi as well 
as the old. It is imder a different grant altogether. 

456. Kumar Ganganand Sinha. — So Avhen you apply for the grants you 
do not actually know A\hat you are going to do Avith the money. 
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One special feature is “ Receipts ” here at page 647. You will find that our 
receipts have jumped to over 12 lakhs against an estimate^ of 5 lakhs. The 
more financial prudence we show in making our recoveries, the worse we 
n,ppear in our budget. 

459. C/iairman.—Mr. Burdon, this excess is not likely to occur in the 
■estimates of 1929-30 ? 

ilfj". Burdon. — I should not think so. 

Mr. Brebmr. — There is one point which I should like to mention, and 
that is that anything connected with New Delhi is a matter of interest to many 
■departments of the Government of India. For this reason it always takes 
a long time to get our estimates through. Take for instance a very simple 
case, — the construction of clerks’ quarters. Practically every department in 
the Government of India is interested in it and before we can get Mr. Rouse’s 
estimate through it has to go to many of the departments and that takes 
a very long time. 

Mr. Rouse. — It is usually months before I can get sanction after I have 
put the case to the Govermnent of India. 

Mr. Eajagopalan. — I have one more remark to make and I have got the 
Finance Secretary’s permission to mention it. I anticipate similar lapses 
in 1929-30 too, for the reason that I advanced, because the architects’ agree- 
ment terminates on the 31st December 1929. But it will not occur any more, 

460. Mr. Das. — Will the Delhi capital work go on for another few years ? 

Mr. Eajagopalan. — We cannot close all of a sudden. 

Mr. Das. — We were told it would be finished in 1925. 

Mr. Eajagopalan. — ^But we shall have some residual work to do. 

Chairman. — I’hat finishes the points that we had our special attention 
■called to by the Auditor General, with regard to New Delhi. Are there any 
-other points ? 

Grant 69 — Civil Works. 

461. Mr. Neogy. — I refer norv to page 360, the note under 36 wliich refers 
to items 29 and 30, — construction of outhouses in the compound of the Resi- 
dency at Baroda and quarters for the Meteorological staff at Civil Aerodrome, 
Karachi. They arc new services for which no grant was obtained from the 
Assembly. 

Sir Frederic Gauntlett. — I merely raised the question as to whether in 
the opinion of the Committee these should be regarded as new services. As 
far as I can see the question really develops into this : What are you prepared 
to take as the monetary limit below which you are not going to worry about 
regarding the construction as a new service. 

462. Mr. Neogy. — Should that be the criterion 1 

Sir Frederic Gauntlett. — I suggest that these buildings in essence cannot 
possibly be regarded as new services. Ever)’" house has outhouses, that is not 
a new service. The Meteorological staff must have offices and quarters. It is 
a new instrument of service. Inasmuch as there is nothing novel about it, 
what monetary limit are you prepared to recommend the Legislative Assembly 
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Chairman. — I would like to suggest tkat we are not likely to kave before 
us in tkis year’s meeting sufficient information to throw proper light on this 
subject. As the point has been raised, we might ask the Auditor General to 
see that next year we get before us a collection of doubtful cases with full ex- 
planations and we will reserve this point as one which requires discussion and 
recommendation by the Committee. I think we might accept the fact that we 
are not really competent to deal with this here. 

Sir Frederic Gaunthtt. — There are other cases in which you have the infor- 
mation in the body of the report which you might take up this year. There are 
two cases, one about the machinery in the Mnt and another which will come up 
under Education, Health and Lands. 

467. Mr. Roy. — At page 339 under A-6 you have an excess grant for 1 
lakh and some thousands for Kabul Legation buildings. Do these Legation 
buildings belong to the Government of India or to the British Government ? 

Mr. Rouse. — To the Government of India. 

468. Maulvi Mohammad Yahub. — At page 353, there is a case where on 
the abandonment of a Cantonment the lands were restored to an Indian State 
and the civil buildings and the furniture therein were handed over to the Durbar 
free of charge, the value of which was Es. 52,000. I would like to know what 
were the circumstances in which this furniture was handed over free of charge. 

Mr. Brehner. — ^I am afraid I have no information on this point. You will 
have to ask the Foreign and Political Department representative about it. This 
is one of the matters I took up with them because I had no papers on the subject, 

469. Bir. Miira. — I refer to page 652, item (c) and paragraph 79 (d) of the 
Auditor General’s letter, where he says that the balance is susceptible of further 
reduction. 

Sir Frederic Gauntlett. — The question I have suggested is to ask whether 
steps have been taken to dispose of the surpluses. 

Mr. Rajagopalan. — The answer is that we have since disposed of Es. 79,000 
worth of stores, and as regards the balance the Chief Engineer disputes the 
figures given. IVhat happens is that each Executive Engineer reports the 
value of surplus stocks of his diffision without consdering whether they can 
be used in other divisions. They do use up a lot of these stores in this way and 
there is probably a mistake in the preparation of the figures. 

470. BIr. Zfeogy.— Take item Ko. 4. That particular item shows that your 
stores accmmts are in a very unsatisfactory condition and are rather im- 
dependable. 

Bir. Rajagopalan. — We take great credit for item No. 4 ; we bought these 
fans in order to instal them in the offices, but now we have installed the cooling 
system, and may be able to do without the fans. 

Mr. Neogy. — I said your stores accounts are undependable. 

Mr. Rouse. — The Government of India never issued orders to have them 
debited to any final head of accoimt. 
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Mr. RajagopaJan. — We hesitate to debit them finally to buildings because 
we should like to try and do without fans at all. Once the cooling system is 
established a lot of these fans will be in stock. 

Chairman. — You should not have put them under Stores. It is clearly 
misleading. I think we might suggest that this particular item might appear 
rmder a heading which would be slightly less misleading. 

However, you were not referring to these items when you talked about 
disposing of surplus stores ? 

Mr. Rouse. — ^At the end of 1927 our stock balance was 18*34, at the end of 
1928 it was 12 • 25 and it has now been reduced to 10 • 5. So it is coming down. 
Moreover, the amoimts which have been reported as surpluses by the divisions 
and which have been incorporated in these accounts are in many cases not 
really surpluses, for example, a very large item in this accoimt is pipes which, 
when we build the hospital and the very large amount of additional accommoda- 
tion required for office and clerks, will all be used up. I hesitate to class these 
things as surplus as it would only mean a heavy loss to Government if we sold 
them now for what they would fetch. We would not get the full market value 
and we should have to try fresh supplies when we erect more buildings as we 
shall surely have to do. 

471. Sir Frederic Gauntlett. — When it is stated that “the stock-m-hand is 
certified to include the following stores ” does it mean that your individual 
officers have given a certificate but you do not accept it 1 • 

Mr. Rouse. — That is the position. Their certificates refer to the require- 
ments of their oun di’idsions whereas I regard the question of surpluses from the 
point of view of the project as a whole. I have now got reports from all the 
divisions which I am investigatmg. 

472. Mr. Neogy. — There is a small point a.t page 657, a loss of Es. 9,000 
owing to some miscalculation in connection udth enamelled shields bearing the 
arms of the Euling Princes placed in the Chamber of Princes. Is it not possible 
to recover this amount from the princes themselves ? 

Mr. RajagopaJan. — ^No, it was decided by the Government of India not 
to do so. 

hlESSRS. V. HaBAHAEI EaO, ChUNI LaL A2TO EaMA Hand V'ERE called in and 

EXAMINED. 

473. Chairman. — The first matter we want to question you about is on 
Appendix II — Statement shov/ing action taken or proposed to be taken on points 
noticed by the Public Accounts Committee — ^item 24 — Progress of the settlement 
of outstanding claims against some Foreign Governments and Indian States 
and of the unadjusted balance due by the Gwalior Durbar. Can you tell us 
anything about the present position of the various matters mentioned in colmnn 

Mr. Rao. — In regard to the claim agamst the Persian Government the 
matter is till under the consideration of His Majesty’s Government and every 
endeavour is being made to safeguard our just claims. I have nothing further 
to say about it. As regards Jaipur, it has been finally settled ; and as regards 
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Gwalior there is only a sum of Rs. 2,062 outstanding ; tlie matter is under re- 
ference between the Durbar to the audit officer. 

474. Mr. Mitra. — Is there any dispute about it ? 

Mr. Rao. — ^No ; only a few details have to be settled. The next sum re- 
lates to claims against certain foreign governments whose subjects were interned 
during the great war and were afterwards repatriated. They are rather compli- 
cated cases and our total claim came to aboiit £50,000 ; of this, up to the date of 
the last meeting a sum of £11,336 had-been recovered and since then a further 
sum of £5,278. Of the balance of £34,000, our difficulty is in respect of about 
£16,000 outstanding from Russia and about £12,000 from Poland ; out of the 
balance there is no difficulty anticipated regarding a small sum of £3,000 or 
£ 4 , 000 . 

Chairman. — ^You expect to get somethmg more this year ? 

ilfr. Rao. — Somethmg, but not very much. As regards this £28,000 from 
Russia and Poland there is really considerable difficulty. 

Kumar Ganganand Sinha. — You are carrying on negotiations with them 1 

Mr. Rao . — ^Yes. 

475. Chairman.- — ^Now, we turn to page 19 of the Accountant General’s 
Report : Sir Prederic would you bring out the points which you consider 
necessary ? 

Sir Frederic Gauntlett. — The point is, as regards item {iv) of paragraph 35, 
that part of the provision for the quinquennial programme was reappropriated 
to meet certain expenditure in Baluchistan : a portion was available for re- 
appropriation because the buildings for which that money had been intended 
were in fact constructed by money obtained from grant 69 — Civil Works — and 
Rs, 31,450 was reappropriated in order to re-arm a portion of the Quetta-Pishin 
Police and as that re-armament was not contemplated in the budget at all, the 
question which I have raised for consideration of the Committee'is whether that 
re-armament should be regarded as a new service, and I suggest that the witness 
should be asked to state exactly the conditions in which this re-armament was 
undertaken, so that the Committee may have information available to consider 
the question of what is a new service and whether this is a new service. 

Mr. Rao. — The fact is the re-armament of the Quetta-Pishin Force had the 
approval of the Standing Finance Committee in the previous year in March 
1926 and funds were actually provided in the budget of that year and the supply 
of stores connected with the re-armament was also actually made in the year 1926- 
27. Owing to some delay which occiured in the Military Department they did 
not raise a debit in that year and the expenditure had to be adjusted in the 
following year. It will thus be seen that the.exponditure had reaUy the approval 
of the Standing Finance Committee and of the Assembly in the previous year 
and cannot perhaps, I submit, very property be treated as a new service in the- 
next year ; as a matter of fact when it was known in 1927-28 that the expendi- 
ture would have to be adjusted against that year the matter was taken up before- 
the Standing Finance Committee in order t o provide for a supplementary demand 
and the Standing Finance Committee -agreed that the Government 
should approach the Assembly witffi a supplementary demand, but 
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later on it -^as found that the money could be met by reappropriation and with 
the concurrence of the Standing Finance Committee again, it was actually 
met by reappropriation. As regards the finding of money from the quinquennial 
programme for education, the concurrence of the Education, Health and 
Lands Department was obtained to this reappropriation and the programme 
did not suffer because the money had been found from the budget elsewhere. 

Sir Frederic Gauntklt. — I suggest that if money had in fact been voted 
in the previous year with the concurrence of the Standing Finance Committee, 
it ought not to be regarded as a new serxdce merely because it technically falls 
within another year. 

Chairman. — I think that will be a useful bit of case-law for us to estab- 
lish and I suggest that the Committee should make such a statement ; it 
seems to be a reasonable statement. 

Chant 69 — Civil Works. 

476. Chairman. — There is a point which arose in the examination of the 
last witness — page 353, paragraph 10 of the Accountant General’s E'eport, 
regarding the relinquishment of Government property on the abandonment 
of a certain cantonment. The Committee want to know in what circumstances 
this transaction was carried out and why certain buildings and furniture were 
handed over to the Durbar free of charge. 

Mr. Rao. — This relates to Deesa : certain lands in an Indian State were 
utilised for a cantonment for nearly a hundred years. There was however no 
actual transfer of jurisdiction from the State to the Government of India ; 
so the land was practically land belonging to the State. In 1925 the Govern- 
ment of India held that it was no longer necessary to keep this as a military 
station and the Darbar therefore requested that the land may be given 
back to the State. The Government considered the question and it was 
suggested that the Darbar should purchase the existing buildings in the Can- 
tonment area, but finally it was decided that it was impolitic and inequitable 
to make any such suggestion in view of the fact that the Cantonment land 
was occupied free of rent for nearly 100 years — which was a very strong 
argument for generous treatment. Moreover, there was another point. There 
was no prospect whatever of obtaining anything approaching the book value 
of the buildings in the open market, and the transfer was accordingly made 
free of charge on certain conditions regarding maintenance of buildings and the 
observance of existing leases. The Darbar is also required to provide the 
land required for an emergency landing ground for the Royal Air Force. 

477. Mr. Shervani. — ^You say there was no market for the buildiugs, but 
in fact that point is disputed. And then, what about the furniture? 

Mr. Rao. — The furniture must have been insignificant compared to the 
value of the buildings. 

Mr. Shervani. — ^What was the value of the furniture ? 

Mr. Rao. — I am afraid we have not got the information. 

Chairman. — ^Well, as the buildings were valued atRs. 52,000 

H62CPBFinD IJ 
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Mr. Rao. — That was only the civil buildings. The military buildings cost 
many lahhs. The cost of demolishing the military buildings would have been 
greater than the cost of trjdng to sell them. 

Mr. Burdon. — Did this take place in 1926 ? 

Mr. Rao. — Yes, Sir. 

Mr. Burdon. — There were similar transactions in the case of the Gwalior 
State when Goona was given up as the headquarters of the Central India Horse, 
and there has been another transaction of the same kind in Nowgong. When 
these cantonments have been abandoned it has always been found that there is 
no market for the buildings — ordinary bungalows and barracks — and you simply 
cannot sell them. I remember that in the case of Deesa the furniture, as 
Mr. Rao has stated, was quite insignificant and we had a great deal of trouble in 
disposing of it and getting a little money for it. In all these cases there has been 
so much accommodation towards the Government of India and the British 
Indian tax-payer on the part of the States that really in the end it comes to 
this, that the only graceful thing you can do is to give up the 
buildings without charging anything, and as a matter of fact the actual 
pecuniary sacrifice is foimd to be very negligible. 

478. Mr. Shervani. — ^Under what circumstances were these roads handed 
over to the States — ^the roads mentioned in paragraph 7 on page 353 ? 

Mr. Rao. — ^I think that is a point for the Industries and Labour Depart- 
ment. 

Chairman. — I thinlc roads are really rather in the nature of liabilities more 
than assets. We should be very glad to get rid of them ; it means that the 
State assiunes liability for keeping them up. 

Mr. Shervani. — ^We must have spent some money on them and the State 
would not take them xmless they were useful. 

Chairman. — ^Well we Icaow that roads are useful to everybody who passes 
over them. 

Mr. Shervani. — The money of the Indian tax-payer has been spent on 
these roads and they have been given over unconditionally to the States. 

Chairman. — ^You might look at it in the other way, that the Government 
of India had the cost of maldng these roads and maintaining them, and under 
this arrangement the Indian States take over the liability for maintaining 
them. 

Mr. Sanjiva Roiv. — They were handed over to reduce the cost of 
maintenance of roads of the Central India Agency. The roads were divided 
iuto three classes. The main trunk roads of military importance were retained 
by the Government of India. Then there are certain roads of conunercial import- 
ance, in which case the State contributes a portion of the maintenance charges ; 
and other third class roads were handed over the Darbars to reduce the main- 
tenance charges of the Government of India. 

Mr. Shervani. — Will they maintain the roads ? 

Mr. Sanjiva Row. — ^It is entirely up to them. The Government of India 
are not interested in them. 
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Mr. SJiervani. — ^Bat all the roads miist be feeder roads. 

Mr. Sanjiva Row. — ^Yes, but the State derives more benefit from them than 
the Government of India, and if the States do not maintain them it is the people 
of the States who will suffer as they use tbe roads for bringing tbeir produce 
to tbe main trunk road. 

Chairman. — ^Tbe point must bave^been that it was not worth while for the 
Government of India to go on maintaining the roads for its own benefit. 

POLITICAIi. 

479. Chairman. — 'Wo will pass on then^to the next matter to which the 
Auditor General has called our attention in paragraph 70 of his letter. We 
should like to know when you had the necessary information ? 

Mr. Rao. — ^As a matter of fact we have still not got the complete infor- 
mation -for maldng a budget profusion. 

Sir Frederic Gauntlett. — ^But should not the principle be that you should 
go on making pro^dsion till you Icnow that the charge is taken away from 
you ? 

Chairman. — ^And then you get criticised for over-budgeting. 

Mr. Rao. — ^The position is, Sic, that the budget estimates for Aden for the 
year 1927 -28 were prepared in the usual way. But we decided later on between 
the Finance Department and the Foreign and Political Department, that there 
should be no provision made pending a settlement of the question of incidence 
of cost of certain political expenditure, and we are now considering whether 
we should make provision this year for the expenditure. 

480. Chairman. — ^But you Icnow where you are now about this 1 

3Ir. Rao. — e are a little better off than before. It is not finally settled — 
the incidence of certain items of expenditure under Political is not finally settled 
and the matter is under further correspondence with EQs Majesty’s Government. 

481. Chairman. — ^Well, I am afraid we must accept that. 

Bangalore. 

Then, paragraph 73 of the Auditor General’s letter ” Page 619 — ^Bangalore 
— Important comments — sub-paragraph 2 — first sentence.” Have you got 
any explanation to give about that ? 

Mr. Rao. — ^We have some explanation but I am afraid it is not very satis- 
factory. This payment was in respect of a refrigerator and an electric stove, 
which were very urgently required, in the month of February. There was 
only one set of these things available in the firm and they were agreeable to supply 
it at once and wait for payment till April. But that of course does not defend the 
position and it is not quite clear why payment was not made at the time of 
purchase. We are telling the local authoiities that payment ought not to have 
been postponed. 

Chairman. — ^Well there is nothing more to be said about it ; the fault 
is admitted. 
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482. Mr. Mitra. — ^May I refer' back to paragraph 70 (e) — page 594 regarding 
the purchase of certain books of fiction out of the contingent grant. 

Ghairnlan. — “ It seems desirable that the Government of India should 
expedite the issue of definite rules on the subject for the guidance of the Audit 
Officer.” 

Mauhi Mohammad Yakub. — It says that the question was referred to the 
Government of India in 1927 and no Ofders have as yet been'ieceived. 

Mr. Eao. — Orders have since been issued. The delay was due to the 
Finance Department being addressed in the first instance and the letter ap- 
parently got lost. As soon as the Foreign and Political Department got 
copies of the relevant correspondence, the Government of India issued the 
necessary orders on the subject. We have stopped the practice of purchasing 
periodicals and magazines out of the librarj’' grants and we have issued also 
instructions as to the natme of the charges that to be met out of the library 
grant. 

Mr. Neogy. — Where is this library located ? 

Mr. Eao. — It is the library in the E.esidenc 5 ^ 

Mr. Neogy.- — Has every Residency a library ? 

Mr. Eao. — ^I¥ell, the Bangalore Resideney has one. This relates to that. 

Sir Frederic Oauntlett. — I think the point in this business is why it took 
two years to' get the orders- out. 

Mr. Ead. — As I have explained, it was due to the loss of a letter in corres- 
pondence. 

Chairman. — It is regrettable but at any rate they have issued now. Is 
there any othet question ? 

Gkant 30— Foreign and Politicad Department. 

483. Mauhi Abdul Matin Ohaudhury. — In tiie Appropriation Accounts, 
page 132, in regard to pa'y of establishment, the Auditor General points out 
in paragraph 35 that there has been persistent saving under this head. In 
1926-26 Rs. 35,000, in 1926-27 Rs. 29,000 and in 1927-28 Rs. 29,000. Is there 
any explanation for that ? 

Mr. Eao. — ^Well the’ explanation I have is what is giVen here, that it is due 
to assistants officiating as Superintendents. It iS vefy difficult to anticipate 
what is going to happen, whether Superintendents are going on leave or when 
they will go on leRve. And it is partly due to leave being taken Out of India 
for which the charges carmOt appear in the Indian budget. If the leave is 
taken out Of India it will be debited against the Home budget. 

Chairman . — ^But is not the practice noW faifly stabilised to make a defi- 
nite provision for if ? 

Mr. Eao. — ^I hope it will be possible liereafter to do that. Sir. 

484. Maulvi Abdul Matin Chaudhury. — ^Against C Oh page 132 the ori- 
ginal estimate was Rs. 14,000 odd and there was a supplementary grant of 
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Rb. 10,000 and still there is an excess of ,Rs. 7,600, Could you not make your 
supplementary demand more accurate ? 

Mr. Rao. — ^That is largely due to the big adjustments on accormt of 
passages and the tourist cars used by the Secretaries. Especially if a tour is 
made towards the end of the year, it is difficult to estimate the cost of tbe tour 
and to provide for it accordingly. 

Maulvi ‘Abdul Matin' GJiuudJiiiry. — ^But the supplementary was sanctioned 
as late as tbe 7tb March ? 

Mr. Rao. — Of course, that 'took account of expenditure for whichdebits 
had already been received. Instructions have since been- issued to the gentle- 
man in charge of this to get a programme from the Secretaries in advance and 
to evaluate the cost of the tours by reference tod;he Railway administration. 

485. Mr. Neogy. — ^Am I -right in taking it that 'the -Secretaries of the 
-Eoreign and -Political -Department are entitled to the use of tourist ears ^as -a 
special privilege which is not open to the’ Secretaries of other Departments of 
the 'Government of India? 

li'Ir. Rao. — ^I do not know what Secretaries of other Departments are 
entitled to. 

Mr. Burdon. — Mr. Neogy is correct in his assumption, 

486. Maulvi Abdul Matin'Gliaud1iur,y. — ^I find in, the note D {iii) “ debits 
dor cost of Reuter’s and Indian -News Agency messages ”. ,Do you -supply 
youx officers with these news telegrams free of charge ? 

Mr. 'Rao. — Yes, for official use. 'Government cannot keep Consuls and 
others in far off places ignorant of what is happening. -They have to be'kepit 
supplied with up-to-date information. 

487. Mr. Das. — I have a question, with reference to page 150 — ^Pa'yments 
vto provincial Governments- on account of administration of agency subjects, 
ilifind that only .Bombay -and Bengal are paid certain sums of .money, -but my 
own province, Bihar and Orissa, does lots of work on account of -the - Btat^ 
administered by the Political Department. How -is it .they are not pai 
anything. 

Ghairman. — But you are not here representing Bihar and -Orissa. 

Mr. Das. — ^I only wanted ,to know why other provinces are not paid for 
this work. 

Ghairman. — I am told you have already had an answer to that in the 
Assembly, 

488. Mr. Neogy. — ^May J refer to page 597 of the -report, paragraph 5' 
This case relates to a mail road which was opened between India and -Tibet 
which had ultimately to be closed, and the net loss was Rs. 51,000. But in 
this business we find that there were three motor cars which cost Rs, 20,000 
landed up there. When the scheme was closed down they had to be sent back 
;to -India to be sold, and Iifind that the cost of transport amounted to Rs. 4,637 
iwhile the price realised by their sale.was Rs. 4, '560. Jt wouldffiave paid Gov- 
ernment better to have left the cars-there.in Tibet. 
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Mr. Rao. — There were political objections to that. 

Chairman.— BesidiGs, imagine what the Public Accounts Committee would 
have said. (Laughter.) 

Mr. Neogtj. — Then this was inevitable ? 

Mr. Rao. — Yes. 

Mr. Neogy. — But was it foreseen that the price recovered would be less 
than the cost of transport ? 

i¥r. Rao. — Well it had to be done in anj’- case. They were sold at Siliguri, 
the nearest market which could be reached. 


Grant 74 — Norlh-Wesl Frontier Province. 


489. Maul'd Abdul Matin Chaudhury.—Page 444. Here there is a 
saving of Es. 34,000 due to the non-entertainment of the full sanctioned 
strength of Patwaris as there was no field work for a portion of the year in 
consequence of the completion of the measurement of Nowshera and Swabi 
Tehsils by May and of the commencement of the measurement of Peshawar 
Tehsil in Octobei-. What I want to ask is, when you prepared the Budget 
could you not foresee that the work would be finished ? 

Mr. Chuni Lai. — The measurement work was completed earlier than anti- 
cipated when the Budget was framed. The other reason is that the measure- 
ment work in the Peshawar Tehsil was commenced late on account of the 
extremely hot weather, 

490. Mauld Abdul Matin Chaudhury. — Page 447, A. 1(1) and A. 1(2)- 
What is your explanation for this. 

Mr. Chuni Lai. — ^We submitted our proposals to the Government of 
India, but they Avere sanctioned by them in March 1927. In according their 
sanction the Government of India remarked that it had not been possible 
to make provision in the Budget and directed us to meet the expenditure by 
re-appropriation if possible. Accordingly it was met. 

491. Mauld Abdul Matin Chaudhury. — Page 448, A. 2. Cost of opium 
supplied to Excise Department, There is an excess of Es. 4,820. Does it 
mean that you are selling more opium than before ? 

Mr. Chuni Lai. — ^Four chests instead of one were inadvertently entered 
m one district. That caused the excess. The balance remained in stock. 


492. Mauld Abdul Matin Chaudhury. — Page 449. Under Works A. (1) 
there is an excess of Es. 7,244 and the causes are the improvement of certain 
drains, etc. Could you not have foreseen these things ? 

Mr. Chuni Lai. — These works were considered of an urgent nature and 
could not be postponed, and so this expenditure was incurred. The drains 
were in a very bad state. 


493. Mauld Abdul Matin Chaudhury. — Page 461, E. 2. There is a saving 
of Es. 9,000, and the Head of the Department expresses his inability to explain 
the cause of the saving, etc. Why is it so ? 
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Mr. GJiuni Lai. — A lump provision of Es. 10,000 was made in the budget 
for temporary establishment under this head which was utilized to some extent 
under Head B. Under the present system these figures are sent by the 
Accountant Greneral’s OfSce to the controlling officers, and it is difficult some- 
times for the controlling officers to hnow the cause of excess, because the amount 
after all is very small. , 

Sir Frederic^ Gamitlett. — This question will not arise in future, because 
there is a separate Account Office for Peshawar which keeps accounts for this 
Province. 

494. Maulvi Abdul Matin Cliaudliury. — Page 455, A. 4. Dietary charges. 
The explanation is that this is due to increased population in jails. Does it 
mean that crime is increasing in your province ? 

Mr. Qhuni Lai. — If you will see Head A.-7, you will find there was a 
saving under that head. The explanation for this is this. We used to send 
prisoners to other proAunces, and during 1927-28 the expenditure on that 
account decreased as will be seen from figures under A.-7. So there was a 
corresponding increase imder A.-4 and 6 ; while under A.-7 there was a 
saving of Es. 37,000 because a smaller number of prisoners were sent to 
other provinces. 

495. Maidni Abdul Matin Chaudhury. — Page 457, B. 9. Arms and 
Ammunitions. The explanation is “ due to no fresh ammunition having been 
indented for during the year owing to old stock being available.” Why 
did you make provision in the budget ? 

Mr. CJmni Lai. — ^But provision is made several months before. At that 
time we had no idea whether the ammunition would be exhausted or not. 

496. Maulvi Abdul Matin Chaudhury. — Page 462, AA. 4. Supplies and 
Services. There is an excess of Es. 14,000 and odd. 

Mr. Chuni Lai. — You will see that under A. 5 there were savings to the 
extent of Es. 11,630, The variations under these two heads were chiefly 
due to the fact that provision was made imder the head ‘ Contingencies,’ 
wbereas the expenditure was debited to ‘ Supplies and Services ’. 

497. 3Iaulvi Abdul Matin Chaudhury. — Under Education, page 467, 
there are quite a number of excesses. Why was not provision made in the 
Budget 1 

Mr. Chuni Lai. — A. provision of Es. 5,11,000 was made under head H. 
for the 5 years’ programme. So all these excesses are counterbalanced by that 
saving. 


Grant 75 — Baluchistan. 

498. Maulvi Abdul Matin Chaudhury . — Page 479, Baluchistan, B. 2- 
There is an excess of Es, 5,000 due mainly to expenditure on the renewal of 
Distillery Vats, etc. I think provision could have been made for that in the 
budget ? 

Mr. Rama Nand . — The requirements were brought to light after the 
budget was prepared. 
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499. Maulvi Abdvl Matin Oha%(dhury. — Page 480, B. 5. This is due to 
pittchase of new furniture and renewal of old furniture. 

Mr. Hama Nand. — The same thing occurred here also. A Committee 
was appointed to examine the question of the furniture 'which was in a very- 
bad condition. The 'Committee condemned the fmniture and recommended 
the purchase of new furniture immediately. It was neglected for some time. 
Then an officer came and stayed in the Dak bungalow when the actual state 
of affairs was brought to his notice, and so the Committee made mgent 
reconunendations to replace the old furniture. 

600. Maulvi Abdul Matin Chaudliury. — ‘Page 485, D. Entertainment 
charges. The expenditure under this head was larger during the year due 
to His Excellency the Viceroy’s wait as well as to Sir Frederick Johnston’s 
departure from Baluchistan. Last year we were also told that due to Sir 
Frederick’s departure the expenditure had to be incurred ? 

Mr. Rama Na7id. — Last 5 '^ear’s account was in respect of the last Diubar 
in Sir Frederick’s time. We had -only one Durbar last year in Balucliistan, 
and the small expenditure is not on account of the Durbar but on account 
of Sir Frederick’s actual departure, and the amount was very small. 

501. Maidvi Abdul Matin Chaudliury. — Page 492, G. Language rewards 
to female relatives of Military officers. What docs it mean ? 

Mr. Ra^na Na^id , — There is an examination in oriental languages like 
Urdu and Persian which is prescribed for the wives of officers also. 





189 


Evidence taken at the ninth meeting' of the Public Accounts 
Committee held on Saturday, the 17th August 1929 at 
11 a.m. 


Present : 


(1) The Honourable Sir George Schuster. 


Chairman. 


(2) Mr. T. 'A. K. Shervani. 

<3) Mr. B. Das. 

(4) Mr. S. C. aiiTRA. 

(5) Kumar Ganganand Sinha. 

(6) Maulvi AbdUl ]\Iatin Chaudhury. 
<7) m. K. C. Neogy. 

(8) Maulvi MoHATURtAD Yakub. 

(9) Mr.K.'G.EoY. 

10) Lieutenant-Colonel H. A. J. Gidney. 




y Members. 


11) Sir Frederic Gauntlett, Auditor General. 

‘(12) The Honourable Mr. E. Burdon, Financial Secretary. 

(13) Mr. J. E. C. Jukes, Controller of OivU Accounts. 

(14) Mr. 0. A. Travers, Accountant General, Central 

Ptevenues. 

(15) ‘Mx. A, C. Badenoch, Director, Commercial Audit. 

(16) Mr. T. K. Eajagopalan. 

(17) Mb’. 'B. Nehru, Deputy Auditor General. 


Were also 
.present. 


Mr. A. B. Eeid, Joint Secretary, Department of "I 

Education, Health and Lands. ^ Witnesses. 

Mr. Eam Chandra, Deputy Secretary, Department j 
of Education, Health and Lands. 


502. Chainnan.~We have first of all certain questions to refer to in 
Appendix II — statement showing the action taken or proposed to be taken 
on the points noticed by the Public Accounts Committee in their report on the 
■accounts of 1926-27. Serial No. 8 is “ Question of issuing an up-to-date edition 
of the Forest Department Code without w'aiting for the recommendations of 
the Statutory Commission ”. With reference to what is stated in the remarks 
column has any member any question to put ? 

Mr. Mitra. — ^It has now been decided not to do it before the Simon report 
is out 1 


Mr. Reid. — ^Yes. 

Mr. Mitra . — Only some portions are being brought up-to-date. Hasdhat 
been done .? 


Mr. Reid . — That is being done. 

503. Chairman.- — ^The next thing is No. 9. “ Final settlement of the 
account of timber shipped from Burma and placed with the 'timber agents 
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in London for disposal Is there an 3 rtliing further to say since these remarks 
in the remarks colmnn -were written ? 

Mr. Reid. — We have received accounts from the High Commissioner, but 
they are not absolutely final accoimts. The High Commissioner says that 
he can do little more. He says that the staff employed on auditing the 
accounts costs nearly £1,000 a year and he finds it extremely difficult to get 
anything fm’ther out of the firm. He advises that the accounts should be 
accepted as part of a general settlement with the firm. 

504. Chairman. — AVhat I wanted to Icnow was whether the firm’s offer 
has been received - 

Mr. Reid. — The offer has not been received as yet. 

Chairman. — So there is nothing more to be said about it ? 

Mr. Reid. — No, 

605. Mr. Mitra. — There seems to be some difference. In tlie last year’s 
report, page 175 of the evidence, Mr. Ram Chandra said “ When they examin- 
ed the accoimts of this transaction they found that there was some timber 
which had not yet been sold by the agents of the Government of India. That 
timber has now been sold and the contractors were asked to settle the accoxmt 
as soon as possible ”. It seems that the timber is now with the contractor 
and the settlement is with the contractor only. 

Mr. Reid. — The whole timber had been sold by the end of 1927, and the 
only question is that of accounts. We have got some accounts and the High 
Commissioner recommends that there should bo no further questions about 
them. That is the position. 

506. Chairman. — How do you mean ? Is that something different from 
what you refer to in these remarks ? You say, “ The High Commissioner 
has been authorised to enquire from the firm whether they would offer a lump 
sum for the whole stock in their hands on the 31st December 1928.” 

Jlfr. Reid . — That includes other timber. I am spenldng only of the 
S.S, “Chengtu” cargo. 

Chairman. — It says “ the timber ivhich had not been sold by the agents 
of the Government of India ” — evidence of last year, page 175. 

Mr. Reid. — All this cargo of timber has been finally disposed of. 

Chairman. — That particular cargo ? 

Mr. Reid. — Yes. I am spealdng of that cargo only. 

Chairman. — Not the whole of the timber ? 

Mr. Reid. — ^No ; this particular cargo is the only point I am concerned 
with in this case. 

507. Mr. Mitra. — The cargo which is referred to in the remarks column 
does not apply to the supplies to Salonika ? 

Mr. Reid.— The cargo in question is Salonika timber. We shipped it to 
Salonika originally during the war. 
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0/eaw??zan.— Tlie remarks in tHs column do not apply to that timber 
which was supplied to Salonika ? 

Sir Frederic Gauntlett. — ^Probably I might be able to clear up the position. 
The firm of Howard and Sons are agents not merely for the Central Govern- 
ment but for some of the provincial Govermnents also. 

Mr. Reid. — I do not know whether they are still. 

Sir Frederic Gauntlett. — At the period to which this relates, they were 
agents and they had received shipments from other Governments as well. 

Mr. Reid. — Yes, that is so. 

Chairman. — The negotiations to which yon are referring, — do they relate 
merely to the timber of the Government of India or to the timber of the^pro- 
vincial Governments also ? 

Mr. Reid. — think they relate only to CentralJ^Government timber. 
We have not yet received the ofier. 

Chairman. — If the timber has all been sold, what timber is there in respect 
of which an offer is to be made ? 

Mr. Reid. — I am speaking only of the timber shipped by the particular 
ship ” Chengtu”. I believe there are other stocks of timber still undis- 
posed of with the Agents, which they propose to purchase at a lump figure. 

508. Mr. Mitra. — In reply to a question last year Mr. Earn Chandra 
said, “ That timber has now been sold and the contractors were asked to settle 
the account as soon as possible.” Now in the remarks column it is stated that 
negotiations are going on about the sale itself. 

Mr. Reid. — There is other timber besides the cargo of “Chengtu” 
timber. The “ Chengtu” cargo of timber was disposed of a long time ago 

Sir Frederic Gauntlett. — The whole position is extremely complicated. I 
have read 'clie report of the chartered accountants -who are attempting to in- 
vestigate the position for the High Commissioner, and it runs into nearly 100 
pages. I mean the shipments have been going on for years and I admit that it 
must have been very difficult for authorities out here to know what the exact 
position was in London. 

Chairman. — It ought not to be very difficult to get a statement of the 
stocks of timbers that still remain unsold. 

Sir Frederic Gauntlett. — That is in the report of the chartered accountants. 
Is that so, Mr. Eeid ? Do you remember ? 

Mr. Reid. — ^I have not seen the report of the chartered accountants. 

Sir Frederic Gauntlett. — ^Mr. Badenoch could give us some information on 
the matter. 

Mr. Badenoch. — The stocks of the various Governments and tiie various 
shipments have been so mixed up that it is very difficult to understand exactly 
what stocks belong to what Government and so on. 

Chairman. — ^I take it by this time next year advantage will be taken of 
the suggestion and the whole of these stocks will have been disposed of and then 
we could have a note which will finally dispose of this item 
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609. Chairman— now come to 'Serial No. 12, “ Question of keeping 
cinckona accounts on a commercial basis both inxespect of the transactions .of 
the .Governments of Bengal and India.” There apparently you cannot get 
:on because the Bengal .Government is considering the question ? 

Mr Reid. — That is so. 

Mr. Badenoch. — ^The Bengal Government have asked me to make an esti- 
mate for establishment for the iutroduction .of commercial accounts next year 
and they have asked for the assistance of my branch. We have given them an 
estimate and promised our assistance and we hope that provision will be made 
in the budget for 1930-31. 

510. Chairman. — ^Serial No. 13, “improvement on the existing arrange- 
ment for verification of stock of cinchona bark at Mungpoo.” The remarks 
colunrn says. “ The matter will be considered further when the Auditor has 
xeported.” I suppose there is nothing really to be said about that for the 
present. 

Mr. Reid. — I have little to add. 

Sir Frederic Gauntlett. — This too is mixed up with the previous case. 
There has been a preliminary investigation at Mimgpoo and it is on that in- 
vestigation that the Bengal.Government has now agreed that the commercial 
system should be introduced and this .point will receive further attention 
when the commercial system is introduced. 

511. Mr. Miira. — ^It was said last year that there was a prospect of an 
Agricultural. Conference in October. Was that Conference held ? 

ilfr. Reid. — Yes. This matter, however, was not referred to at that Con- 
ference. It is an administrative detail. 

.512. Kumar Ganganaiid Sinha. — ^How long will the auditor take to re- 
port on the matter ? 

ilfr. Badenoch. — dt is a question of introducing the accounts and it will b® 
amatter of 3 or 4 months. The Bengal Government have accepted the s}»stem. 
•It is only a question of introducing the system. 

513. Chairman. — Serial No. 14, “Question whether the system of allocation 
of fees realised from paying patients treated at the X-Kay Institute, Dehra Dun, 
should not be stopped and whether the officers of the Institute should not be 
debarred from private practice, a suitable compensation being given, if neces- 
sary.” The Government of India have apparently taken a decision on this 
matter which is reported. Any questions to be asked about that ? 

Cdlonel Gidney. — ^As regards what you say in the remarks colmnn, has it 
not been the practice for some time ? 

ilfr. Ram CJmidra. — ^It has been the practice for some time, but what the 
new orders say is this. All fees which are payable by non-entitled patients, 
whether ‘the treatment is inside the institute or outside, whether the treat- 
ment is with the aid of Government apparatus or with the help of private 
apparatus, sand whether -it is with the assistance of Government staff or with- 
out such assistance — all such fees shall first be credited to Government. iFifty 
per cent, of that will then be drawn by the Superintendent of the X-Ray 
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Institute on tlie form prescribed in tbe Civil Account Code. This 50 per cent, will 
be distributed among the Superintendent and his Assistants in the proportion of 
70 per cent, for rhe Superintendentj 20 per cent, for the Assistant Surgeon 
and 10 per cent, for the Sub-Assistant Surgeon. 

514. Colonel Gidney. — That is going on for some time. That does not 
satisfy the recommendation of the last year’s Public Accoimts Committee. 

Mr. Bam Chandra. — The recommendation was whether the officers should 
not be debarred from private practice. That question has been considered but 
we have decided not to pursue the matter further as it is possible that the In- 
stitute might be abolished in the near future. 

515. Colonel Gidney. — Is it a fact that orders have been issued for the In- 
stitute to be abolished ? 

Mr. Bam Chandra. — Orders have not yet been issued but we are finding 
out who will take the surplus stores, buildings, etc. The question of disposal of 
the buildings and stores is under consideration and Government have not come 
to a definite conclusion on it. 

516. Colonel Gidney. — Is it because the military have refused ? 

Mr. Bam Chandra.- — The military say they do not want it for their needs. 

517. Maidvi Mohammad Yahiib. — Why is it to be abolished ? 

Mr'. Bam Chandra. — It was largely for the needs of the Military and the 
Military Department say they do not need it. 

618. Mr. Boy. — This expenditure in connection with the Institute so long 
has been borne on the civil estimates ? 

Mf. Bam Chandra. — ^Yes. 

Maulvi Mohammad YaJcub. — ^Up to this time to what accounts has all 
the money been debited 1 

3Ir. Bam Chandra . — Civil. But recoveries have been effected from the 
Military Department during the past few years. 

519. Maidvi 31ohammad Yakub. — Has the Institute proved useful to the 
public as well as to the military ? 

Mr. Bam Chandra . — I should say “ Yes ”. But under the Reforms it ie 
for the Local Govermnents to make their own arrangements. 

520. 31r. Boy. — ^Assuming that the institution is abolished, what arrange- 
ments would you make for traming doctors in X-Ray as specialists? 

3Ir. Bam Chandra . — The Military authorities say that now that I. M. S, 
officers are required to undergo a course in England at Millbank, some of them 
could specialise in radiology and then train the Assistant Surgeons. 

521. 3Ir. Boy. — ^Would it not be more expensive to send people to England 
for training ? 

3Ir. Bam Chandra. — The I. M. S. officers have to go for further training 
under the rules. So far as the Civil Departments are concerned, it is for the 
Local Governments to make their own arrangements for training their own 
doctors on the civil side. 
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522. Mr. Roy.— 'What about your own responsibility for the centrally 
administered areas ? 

Mr. Ram Chandra. — ^We|bave got a branch of the X-Eay Institute in Delhi 
and we have got a branch in Simla. We only need two men for these places. 
So far as tbe centrally administered areas are concerned, our requirements 
are not large and we do not see any reason why we should have such an ex- 
pensive institute just for the training of a few assistant surgeons. 

523. Maulvi Mohammad Yahvh. — ^Who will take possession of theappara 

tus ? 

ilfr. Ram Chandra. — That is v.-^hat we are trying to find out. We are 
negotiating with the United Provinces Government whether they would take 
it over at a fair valuation. 

Matdvi Mohammad Yalcuh. — Have you received any information on that ? 

Jfr. Ram Chandra. — We have not received any reply yet. 

524. Mavhn Mohammad Yahuh. — Docs not the land on which you built 
the institute belong to the United Pro^dnees Government ? 

Mr. Ram Chand/)-a. — am not s\irc that the Government of India did not 
pay compensation for the land. 

525. Mr. Das. — We had some discussion on this subject last year. Is it 
that the military are not going to have any responsibility ? 

ilfr. Ram Chandra. — They say that they can make other arrangements 
which will be cheaper. 

526. Mr. Das. — Axe they not going to take the instriunents which they 
have been so long using ? 

Mr. Ram Chandra. — The responsibility for disposing of the stores and the 
apparatus rests with the Civil Department, 

527. Mr. Das. — ^Who purchases the stores and the apparatus 1 

Mr. Ram Chandra. — These are purchased by Government for militaiy 
units aU over India. The stores are indented by the Superintendent of the 
X-Eay Institute. When they arrive, the military are required to purchase 
what they ordered. 

528. Mr. Das. — Will they take over such of the apparatus as is available ? 

Mr. Ram Chandra. — They may, provided that the apparatus is useful. 
There may be some articles that arc obsolete. 

529. Maulvi Mohammad Yahuh. — ^May I Icnow why the expenses were 
debited to the civil side, when the Institute was meant for military purposes ? 

ilfr . Ram Chandra. — That is past history. 

Chairman. — ^Apparently the military have been asked to pay, and they 
have said they do not want to retain the Institute. That is what has happened 
in a great many cases. We now go on to paragraph 29, Forests. 
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GtRant 21 — ^Forest. 

530. Mr. Roy. — I should Ulce to ask you, Sir Frederic, what has happened 
about the revision of the Forest Code ? 

Sir Frederic Gauntlett. — We have urged very strongly that the Govern- 
ment of India should at least modify those rules which are definitely out of 
date and that proposal has been accepted. 

Mr. Roy. — ^You are satisfied ? 

Sir Frederic Gauntlett. — am reluctantly satisfied. The via media which 
I suggested has been accepted. Theoretically I lilce to have a Code corrected 
up to date but it cannot be done for two years, till the Simon Commission has 
reported. As a matter of practical politics, on the whole, the decision is a 
wise one. 

631. Chairman. — ^Page 111 of the Eeport. Note C4(2), The control 
of expenditure seems to have been generally poor ? Have you got to say 
anything on that hlr. Reid ? 

Mr. Reid. — agree with the Auditor General that in the matter of 
budgetary control a mistake was made in respect of expenditure under C4:(2). 

Chairman. — That has been pointed out to the responsible officer? 

ilfr. Reid. — ^Yes. 

632. Mr. Shervani. — want some information about C 2 on page 111 : 
Due to the construction of Mundali staff quarters with kitchen which was not 
anticipated when the original estimates were framed. Is this not a new 
service ? 

Sir Frederic Gauntlett. — I have got the feeling that for petty works of this 
sort you must have a limit. To my mind it is impracticable that for every 
new item of this kind you must receive a separate grant from the Legislative 
Assembly. 

Mr. Shervani. — The question is one not of the amount but of the principle. 

Chairman. — ^We have got to consider practical convenience. 

Sir Frederic Gauntlett. — I agree it is desirable to have some limit. I think 
Mr* Shervani’s point is that in the case of amenities for Government servants 
a 1 ower limit should be fixed ; it is for the Committee to consider. I doubt 
very much whether the witnesses can carry us very much further. 

Chairman. — ^I think we should be gradually collecting notes on this question 
of new services. They can be put together when we come to write the report. 

Sir Frederic Gauntlett. — ^It is a very important practical comment. It 
might be noted for mention in the report. 

533. Maulvi Mohammad YaJeub. — ^What limit would you fix ? 

Sir Frederic Gauntlett. — You cannot take one limit for all departments. 
A limit of 2 lalchs you may fix for one department would not hold good in the 
case of Railways who are spending 100 crores 

Maulvi Mohammad Yahub. — Would you fix a percentage ? 

Sir Frederic Gauntlett. — Maulvi Sahib, the witnesses are very busy people ; 
let us not detain them uimecessarily. We had better discuss this when the 
witnesses are not here. 
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534. Colonel Gidney. — May I ask Mr. Reid kow far tke position had ad- 
vanced with regard to the Medical Research Institute and the Forest Research 
Institute. 

Chairman. — AVe had better confine ourselves to the Forest aspect of it. 

Mr. Reid. — ^As regards the Forest College, if the new Medical Research 
Institute takes over the existing college buildings, the Forest College students 
will be accommodated in the existing Rangers’ College buildings. That 
answers the forest aspect of the question. AVe are not going to build at present as 
the position with regard to the future of the subject “ Forests ” is too uncertain. 

Grant 46 — Survey of India. 

635. Chainnan. — We shall now go on to paragraph 42 of the Auditor 
General’s letter. Grant No. 46, Survey of India. Could you just explain to us 
the position, Sir Frederic ? 

Sir Frederic Gaunilell. — There are two points which really merge into each 
other. This is a case in which there have been considerable savings in the 
past. AATien the budget came to the Finance Department I presume the 
Finance Department super-imposed a lump cut on the budget which was 
presented to it. AAThen the budget was finally passed by the Assembly, it 
went back to the Surveyor General. I understand he told his officers that 
this lump cut had been made and he definitely ordered economies. The result 
of that, added to the normal savings, has led to the position which is set out 
in paragraph 42. If you look at the total figures on page 176 you will see that 
both under gross and net, the saving is still about 10 per cent. 

536. Mr. Neogy. — I should like to know what the position is in regard to 
store accounts for maps 1 

Mr. Reid. — The Surveyor General has not yet sent in his proposals as 
regards the future form of the accounts; we have reminded him, -and shall 
get his proposals probably next month. 

Sir Frederic Gauntlett. — Mr. Badenoch knows something about this. 

Mr, Badenoch. — I was down in the map record office a month ago, and I 
have seen that accommodation for maps has been installed. They hope to 
complete the whole process by the end of this financial year, and they have 
undertaken to allow my branch to audit their stores accounts as soon as pos- 
sible after April 1930, 

Sir Frederic Gauntlett. — I think we may regard this question as satisfac- 
torily settled. 

537. Mr. Roy. — Is it not a fact that the Surveyor General said that most 
of these maps are out of date and are of no value ? 

Sir Frederic Gauntlett. — I suggest that the maps are not worth storing if 
they are out of date, 

Mr. Badenoch. — I believe it is the policy of the Survey Department to 
keep a specimen of every plate, 

Mr. Roy. — The Surveyor General Said that there are enormous quantities 
of maps that are of no value whatever to anybody but himself and that there 
was no possible chance of defalcation. 
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Sir Fiederic Gauntlett. — It is very tmlikely tliat they will be stolen. We 
on our side say that there is a value attached to them and that some sort of 
simple store accotmt ought to be kept. I should be very sorry to see that the 
negotiations which have been going on for the past five years should now be 
•upset. 

Chairman. — I think a store account would have another value. It might 
be that the department was printing maps enormously in excess of the require- 
ments. They are of no use at all, but they cost money. If a store account 
is kept, that will enable us to find out whether the department is being econo- 
mically run. 

Mr. Reid. — I should like to add that the opinion that Mr. Eoy read out 
was the opinion of the late Surveyor General and is not necessarily that' of his 
successor. 

Sir Frederic Gauntlett. — ^We have made more progress with the present 
Surveyor General in six months than we made with his predecessor in three 
years. 

538. Mr. Das. — ^As regards the last of the “ important comments ” I note 
that Saturday was sometimes taken as a recognised holiday. I am glad that 
Audit took h up and that the Government of India decided that Saturday 
should not be taken as a holiday. We appreciate the decision of the Govern- 
ment of India and of Audit. 

Grant 49 — Botanical Survey. 

539. Chairman. — Paragraph 45 of the Auditor General’s letter, pages 189- 
194. Botanical Survey. Saving on the voted grant represents 17 • 6 per 
cent, of the provision. 

Sir Frederic Gauntlett. — That was explained in pre-vious years. This is a 
general feature of most scientific Departments. 

Chairman. — We have so many cases of this land and the same thing 
has to be said in each case. I do not know whether it is worth while pursuing 
them in detail. 

Sir Frederic Gauntlett. — No, Sir. I do not think that there is anything 
more to be said on that now. 

Chairman. — Grant No. 51. There is no comment on Grant No. 50 in the 
Auditor General’s letter. 

540. Colonel Gidney. — I have a question to put about Cinchona, page 190 
Considering the quantity that we have in stock, what was the estimate made 
by the High Commissioner ? 

Mr. Reid. — We were very much id the hands of the firm .“with whom the 
contract was in force. Within certain limits they supplied as much or as little 
bark as they pleased, and hence there was difficulty in estimating. 

Colonel Gidney. — Is it that you have an annual contract with them ? 

Mr. Reid. — ^W e have no contract with the firm now ; it has been terminated 
They used to send, within limits as much as they pleased, irrespective of our 
stocks. 

Mr. Das. — You are not going to make any purchases in Java ? 
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Mr. Reid. — We have not decided an)d;lmig. 

541. Colo7iel Gidney. — Considering the quantity of . stoclc: in hand of 
cinchona and quinine, I would like to ask the member in charge as to whether 
it is not possible, in view of the fact, that for 21 years we will not require quinine, 
to extend the cultivation of quinine in India and make India produce all its own 
cinchona. 

ilfr. Reid. — The view of our Department is that existing cinchona arrange- 
ments are in such an unsatisfactory state that we should not expand further 
xmless we adopt the recommendation of the Royal Cormnission on Agriculture 
to centralise the whole thing. The present position is in our view unsatisfac- 
tory, as I mentioned last year ; what we arc tr)ung to do now is to estimate the 
cost of centralisation. Whether we can centralise is a matter which vill then 
have to be decided in consultation with other Departments, notably the Finance 
Department. Existing arrangements are unsatisfactory. 

542. Colo7iel Gidney. — Considering we have 70 lakhs tied up in quinine, is 
it not possible to evolve some means by which we can supjdy quinine in India ? 

Mr. Reid.—Wc have examined the question at great length. AVe are now 
ascertaining the financial implications of the Commission’s recommendation. 

Chainnan. — Therefore we have got a scheme. It is being examined and 
the view of the Department i,s — if anything has to be done it should be done on 
the lines of the scheme. 

Held . — That is our tentative view. It has not been accepted yet by 
■fhe Finance Department. AVe have consulted them ; but they see certain 
^difficulties in tu.® Commission’s proposal. 

Mr, Btmlon. — AVC ‘'i Conference last year in regard to this question 

■at which Mr. Reid presidoa I represented the Finance Department. It was 
•in connection with the disposal accumulated stocks and renewal of the con- 
tract with Alessrs. Howards. Son^e expert officers who were present at this 
Conference thought that the whole situr.tion would be satisfactorily met if this 
recommendation of the Royal Commis.sion on Agriculture were accepted and 
production of cinchona was made a Central responsibility. In regard to that 
I pointed out that even at the present moment we are having great difficulties 
in ensuring the consumption of the amount of quinine prodxiced. The Local 
Governments were refusing to expand their public health campaigns to such an 
extent as would absorb the sirrplus stocks of quinine, and I pointed but that one 
financial trouble about accepting the recommendation of the Royal Commis- 
sion on Agricultiue v/ould undoubtedly be that the Government of India would 
have no power to constrain the Local Governments to consume the quinine. 
We might be producing it centrally, but no body would take it. That was one 
point that seemed to me to be required to be met before a definite scheme could 
be accepted. There were other difficulties — there was the obvious financial diffi- 
culty that the Government of India might not be able at any particular given 
point of time to provide the capital sum which will be necessary in order to 
recoup the Governments of Madras and Bengal for their capital expenditure if 
their factories were taken over by the Central Government. Quite a consider- 
able sum is involved. (Mr. Reid : It is probably Rs. 50 laldis in one province 
alone). The third point that I made was that it seemed to me to be necessary to 
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establisli production of cmcliona by tbe Central Government as distinct from 
production by tbe Local Governments, commercially, by tbe most economical 
method of production. That is a point wbicb requires investigation. So far 
as tbe Finance Department is concerned tbe matter rests there. There are 
these three points which liave yet to be considered by the administrative 
Department. 

543. Chairman . — ^^Ve discussed this at the Conference of Provincial Finan- 
cial representatives in November. Certain points were put to them. They were 
going to inquire on their own accoimt. Has that got any further ? 

Mr. Biirdon. — No. At the Conference, the discussion narrowed down to 
the question of the disposal of the accumulated stocks and the renewal of the 
'contract with Messrs. Howards and, if I may say so, you were right, Sir, 
in saying that the representatives were going to inquire into the matter. The 
Honourable kir. Moir said that he was going to go into some question of policy. 
The discussion there, I am right in sajdng, limited itself in the end to the cancel- 
lation of the contract with the firm. 

Chairman. — 'We have advanced since last year to the extent that the 

■ contract with the firm has definite^ been cancelled. Taking the normal sup- 
plies from stocks and adding to that the production by the various provincial 
plantations, etc,, that are already in existence, there is considerable difficulty in 
disposing of our present sources of supply ; and therefore we are in a difficulty 
about putting up to any Government or to the Central Government a scheme for 
spending a great deal of money in promoting the production of cinchona. It 
seems to me that the key to the whole thing lies at the consumption end, and I 
confess that my impression from discussion with the provincial respresentatives 
whom I saw in the first week of my presence in India was that the consumption 
of quinine in India is extremely small and that the Government ought to Be 
doing much more to distribute qiiinine and facilitate its supply to districts 
where malaria is common. I think, from my experience in Africa, that what is 
being done here is on a very .small and almost meagre scale. The first thing 
to taclde is the consiimption side. 

544. Mr. Roy . — You are always referring to the sale of spurious quinine, 
Colonel Gidney ? 

Colonel Gid^iey . — I do not know whether you will permit me to mention it. 
Sir, but it is a serious factor in the consumption of quinine. The markets are 
flooded with spurious quinine and Government quinine is not sold. That is a 
very serious obstacle to the larger sale of Government quinine. The markets in 
India are glutted with quinine which consists of 3|- grains of chaUc, 1|- grains 
of quinine and half a grain of some acid to make it tasty. I mooted the point 
before Government and they promised to have a Committee. I do believe, Sir, 

■ that if the sale of spurious quinine and its promiscuous introduction into 
India is stopped. Government quinine would rapidly go up in sale. 

545. Chairman. — ^Mr. Reid, have you considered any sort of conference to 
deal with the whole question ? Unless you can bring the various sides to- 
gether, it is very difficult to make any progress. I think, Mr. Reid, you rather 
suggested that the Finance Department were holding up the scheme. 
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Mr. Reid. — ^What I meant to say was that on a preliminary view, tlioiigh 
we have not decided anything yet, Ave arc in favonr of adopting this recom- 
mendation of the Royal Commission on Agriculture, if possible, as Ave are 
very anxious to increase the consumption of quinine in India. 

Chairman. — ^Merely adopting the recommendation Avill not carry you very 
far. 

ilfr. Reid. — ^As regards the Finance Department, all ihat I meant to .suggest 
was that they haA^e pointed out very considerable difficulties in giving effect to 
the Commission’s recommendation, if avc Avish to adopt it. 

Chairman. — Surely it is now for you to consider how the difficulties can be 
overcome. 

Mr. Reid. — Our aucw is that cA’-en if the recommendation is acceptable in 
principle, the first thing to do is to find out the cost. We came to the conclusion 
that it Avas useless to proceed Avith consideration of the recommendation miless 
we had some prospect of being able to find the money invoh'cd. 

Chairman. — It seems to me that that should come at the last stage. It 
seems to me also that 3mu arc skipping oA'cr Avhat is the main difficulty. The 
first thing to consider is how to get a policy in force all over India AA'hich A\’iU 
ensure a larger consumption of quinine. Until you deal Avith the consumption 
side, it is no use dealing Avith the financial side. 

Mr. Reid. — It was on those lines that avc Avere proceeding originall)’-, but 
we then came to the conclusion that the first thing to inA’^cstigate in consultation 
Avith the Local Governments principally concerned Avas the finance of the 
recommendation. 

Chairman. — ^How do you expect the Finance Department in the first 
place or the GoA'ernment of India in the second place to decide whether they 
can afi’ord a thing imle.ss they know AA'hat the A'aluo of that thing is going to be 1 
We are never in the position of saying that avc cannot afford a crorc if it is going 
to bring about the salvation of the country. Ways and means must be found for 
raising the amount. What avc haAm got to do is to Avcigh in the balance one 
claim against another and if you claim for the crorc that it would produce very 
good results, money AvoAild be found. It seems to me that 3*011 are putting the 
cart before the horse in the Avay in which you are tackling the thing. 

Sir Frederic Gaunilctt. — The consumption end rests entirely with the pro- 
vinces and is a transferred subject. 

Chairman. — I entirely agi-ee, and the first step seems to be some sort of 
conference AAuth the representatiA*es. 

Sir Frederic Ganntlett. — In fact an advertising propaganda for the extension 
of the use of pure quinine. 

Chairman. — That might be one of the recommendations of such conference. • 
But the first thing is to get the various representatives together and see 
whether you can get an agreed policy. 

- Sir Frederic Gaunilelt. — One of the important things AAffiich emerged in the 
conference of provincial representatiA’’es was that there seemed to be no indica- 
tion on the part of any transferred Minister to push the use of quinine. 
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Chairman. — ^We had no Transferred Ministers before ns. We might give 
them a chance of putting their point of view before condemning them. 

Mr. Burdon. — The information that the provincial representatives gave 
us showed that the question of increasing the consumption of quinine at the 
expense of Provincial Governments had to be considered in the majority of pro- 
vinces. But what practically every Local Government said was that they 
pushed their programme of sale of quinine as far as they thought it desirable 
either on health or on financial grounds, and that there were other measures for 
the promotion of public health which they thought had a better claim than any 
further expansion of the consumption of quinine. 

Chairman. — I agree that that was the general view expressed. I do not 
think that we can regard that conference as very authoritative. 

Mr. Burdon. — No, Sir. It was merely called for a specific purpose, largely 
for financial purposes. 

Sir Frederic Gauntlett. — I suggest that if the consumption end is “ trans- 
ferred ”, it is very difficult to make the production end “ Central ” unless you 
are going to get real harmony between the two. 

Chairman. — If the provinces decide to buy the stuff that is produced cen- 
trally, there should not be difi&culty. 

Mr. Burdon. — There is one point of very great importance at the present 
moment. There is nothing to prevent Proviucial Governments as far as I 
know at present or in the future from buying quinine from outside at cheaper 
rates. 

Colonel Gidney. — Quinine is sold at Rs. 5 a lb. The cost of Government 
quinine is Rs. 18 to 22. Naturally the public will not buy Government quinine 
but will buy the cheaper quinine. 

Chairman. — ^We cannot usefully consider the proposal of the Royal Com- 
mission on Agriculture until Ave have tackled the consumption end. I suggest 
that it is not for us to lay down what the precise details of the scheme should be. 
I would suggest this. As there is this recommendation of the Royal Commission 
on Agriculture, which is under consideration of the Department, and haAung 
regard to all that we Icnow of what is going on in the provinces, it is up to the 
Government of India to give a lead in the matter and try to get the provinces 
together and see whether the scheme for production can beditted in with the 
needs of consumption in the provinces. The major part of the problem is the 
consumption side and that rests vdth the jjrovinces. It is for the Government of 
India to give a lead in the matter and try to get the provinces together and see 
whether there can be some agreement. 

546. Colonel Gidney. — It is*now a full year since I moved in the matter and 
I have been promised by the Government that there will be a Committee which 
will enquire into the matter. I believe they have addressed the Provincial 
Governments. 

Mr. Ram Chandra. — May I explain. Sir, as this last point pertains to the 
medical side ? Colonel Gidney last year made certain allegations about the 
sale of adulterated quinine. We Avrote to Local Governments and asked their 
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considered opinion on these allegations. Replies have heen received an in very 
few provinces is it admitted that adulterated quinine is spld on a 
District Boards are the largest consumers and they supply quinine to the villagers. 
They get Government quinine. Some of the samples that have been analysed 
show that they were adulterated, but adulteration is not practised on such a 
large scale as one would seem to thinlc. As regards the Committee,^ to which 
.Colonel Gidney referred, we intended to appoint a small expert committee to go 
into the question of not only quinine but into the question of control of drugs 
generally. We have consulted Local Governments. Their replies have not all 
come in and until the replies are received, I am afraid we are not in a position to 
constitute the committee, because it will be for the Local Governments to share 
the expenditure and it will be for them to suggest whether any additions 
should be made to the terms of reference and whether any other questions should 
be investigated by the Committee. Until we receive the replies of the Local 
Governments, nothing can be done. 

Chairman . — Thanlcs very much. That of course deals with only one side. 

547. Mr. Mitra . — It appears that the supply of Government quinine is 
much larger than the demand. There must be something ivrong somewhere. 
It is accepted that the demand for quinine is much greater than the supply 
that Government can make. 

\ 

Chairman . — The position is that as a result of the contract we had with the 
firm we have in stock something like 21 years’ supply of qixinine according to the 
statistics. Therefore it creates a position which gives us very little incentive 
to try and develop new sources. I entirely agree with Mr. Mitra that it is 
quite impossible that there can be this enormous supply of quinine in India if 
we can get at the real areas of consumption. That is why I suggest that we should 
try to get the provinces together. If the Government of India is still of the 
view that it was before, that it is desirable that India should be self-supporting 
in the matter of quinine — if that is the position, then we cannot develop proper 
sources of production unless we are guaranteed consumption. Consumption 
is in the hands of Provincial Governments, and I do not see how we can at aU 
advance in this matter except in co-operation with the Provincial Governments. 

648. Mr. Reid . — May I ask one question, Sir ? Is there any diSerence in 
this matter between quinine and salt ? Salt is centrally produced, but con- 
sumed and paid for locally. 

Chairman . — The only difierence is this. The demand for salt is there. 
As a matter of fact the Government of India is not the sole producer of salt ; 
it only produces a small fraction of the salt which is consumed in India out of 
its own works. We know perfectly well that the demand for salt is there ; and 
as far as our own direct sources of supply are^concerned, our difficulty at the 
moment, owing to various causes, is to produce enough salt to meet the demand, 
and not vice versa. If we were now being asked to spend a very large sum of 
money on developing the production of salt and I could not see the way clear 
to sell that salt when it was produced, then I would certainly say that I must 
somehow or other try and get the people who control the consumption before 
I spent money on the production. But of course salt is no parallel. 
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Everybody in India knows tbe value of salt and it requires no education to 
make people take salt ; but as far as q u i nin e is concerned, unless tbe medical * 
department is prepared to undertake some sort of campaign, people will not 
buy quinine. You have got to educate tbe people to take quinine. 

549. Maulvi Mohawi'mad Yakub. — In fact in villages, people are averse to 
taking qu in i n e. May I know from Colonel Gidney for bow many years quinine 
retains its qualities ? 

Cohyiel Gidney. — ^Tbere is very little depreciation. 

Maulvi Mohammad Yakub. — ^Do you mean to say that tbe qualify will not 
depreciate even if we keep .tbe stock for 20 years ? 

Gohnel Gidney. — Tbe depreciation is infinitesimal. 

Chairman. — I suggest tbat wben it comes to miting our report, we should 
put in a recommendation that having regard to tbe position as regards excessive 
stocks now held and tbe fact tbat tbe Government of India has before it tbe 
scheme of tbe Agricultural Commission on central production of ciucbona, tbe 
Committee thinks tbat tbe whole position as regards tbe consumption of quinine 
should be reviewed, without consideriug which tbe Government of India can take 
no further step forward. I take it tbat tbat is quite in order for us ; but I ask 
your guidance, Sir Frederic ? 

Sir Frederic Gauntlett. — I have set down here in rough tbe recommendation 
which might meet tbe position. “ Tbe Committee recommends that tbe 
Government of India do investigate in consultation with tbe provincial Govern- 
ments tbe possibilities of extending Government quinine ”. Tbat covers 
Colonel Gidney’s points. 

550. Colonel Gidney. — Last year also we made a recommendation for a re- 
valuation of tbe stock. We talk about so many pounds of stock. As has been 
stated in tbe report there has been no attempt at revaluation and tbe auditor 
has actually signed tbe report without actually knowing tbe exact stock. I 
know it is a very difficult thing. We do not Icnow whether we have got tbe 
stock. Last year we passed the same remark on tbat. We asked for a re- 
valuation and it seems that nothing has been done. There may be some 
reason for tbat. 

Mr. Reid. — Tbe Colonel perhaps refers to tbe note found at tbe bottom 
of page 191. There has been no revaluation because there has been no fluctua- 
tion in tbe world price of quinine. 

Sir Frederic Gauntlett. — ^Migbt I explain, Sir ? I am practically certain 
tbat it is all bound up with tbe question of tbe introduction of commercial 
accounts. There are iwo store yards, one belonging to tbe Government of 
Bengal, and one to tbe Central Government and until tbe commercial accounts 
are introduced and a proper system of storage introduced, it is impracticable 
to make stock-taking satisfactory. It is possible tbat in tbe Indian Museum 
at Calcutta things are more satisfactorily arranged. The matter is under con- 
sideration and it will certainly be taken up wben tbe commercial system is 
introduced. 

551. Chairman. — Is there any doubt as to tbe quantity of stock ? 
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Sir Frederic Gauntlett. — That I think: was investigated — again I am speak- 
in from memory — over a year ago by an officer of the Commercial Audit De- 
partment who went to the spot to study the arrangements there before de- 
vising a scheme of commercial accounts. I think, the general impression he 
gained was that there was no real question as to the existence of the stocks. 

552. Mauli'i Mohammad Yahuh. — ^There was no leakage of quinine ? 

Sir Fredric Gauntlett. — The stock is mainly of bark and partly of quinine. 
To keep quinine in store is quite simple. To keep stock of bark is exactly the 
same problem as we hear of in the Army Department with regard to stocks of 
Babool bark which they use in tanning. Any attempt to get the stock of bark 
in rough is very difficult indeed. 

553. Colonel Gidney. — In view of the fact that bark is used by local chemists 
maldng cinchona, there is just the possibility that the commercial system of 
accounting may not help. 

Sir Frederic Gauntlett. — We can put it in a satisfactory position. The 
trouble had been that last year the officer in charge of quinine for the Govern- 
ment of Bengal was on leave and nothing really drastic could be done when he 
was on leave. The Government of Bengal has accepted in principle the introduc- 
tion of the commercial system and you may be quite certain that will be one of 
the first points to which attention will be paid. We are fully aware of the 
dangers of not introducing a sound system of accounting. 

654. Chairman. — ^When do you think you will be able to have a proper 
stock-taking 1 WTien will the commercial accounts be introduced ? 

Mr. Badenoch. — The Bengal Government are going to introduce in all 
cases where they have direct control and where the Government of India have 
not direct control. 

Colonel Gidney. — There are large deposits in Mergui which the Burma Gov- 
ernment should take control. 

Sir Fredenc Gauntlett. — You will find on page 192 there is a certificate of the 
Superintendent that he has verified the stock of stores. Mengupu is a very 
much more difficidt problem. It is not in Burma but in Dar eeling. 

GeANT 51 — AECHiEOLOGY. 

555. Kumar Ganganand Sinha. — Grant 51, page 197. Why were the 
plates for the publication of the Sanchi monograph entrusted to a ffim in Paris 
not fully reproduced ? You will find there is a saving of Es. 20,000 out 
of 48 thousand and odd. I should like to Icnow since how long is this work 
being carried on ? YTiat is the progress made ? 

Mr. Reid. — It has been going on for the last 14 years or so. It has not 
yet been possible to complete the work. 

556. Kumar Ganganand Sinha:— Then why do you apply for such large 
grants 1 

Mr. Reid. — We hoped that the work would be pushed on. It is done 
in batches, and the firm I believe, promised to deliver three batches of plates 
in the current year. The Director General is constantly leminding them, but 
the work is progressing very slowly. Having been entrusted to one firm, it 
cannot be taken away now and entrusted to another. 
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Grant 53 — Other Scientific Departjients. 

557. Mr. Neogy. — Grant 53, page 204, We want to know something about 
the future of the museum, particularly with regard to the financial responsi- 
bilities of the Government of India. 

Mr. Reid. — ^We are at present giving a fixed grant based on average ex- 
3 )enditure. What we are considering is whether we can do away with that 
and substitute a grant based on actual expenditure. 

558. 3Ir. Das. — ^You are not handing it over to the Bengal Government ? 

Mr. Reid. — There is no such proposal. All that is happening is that, 

.as budgetary arrangements between the Government of India and the Trustees 
nre not very satisfactory, we are considering whether we can improve them. 

659. Mr. Neogy . — The control and management of the Central musemn 
is vested in a body of trustees who derive their powers under a statute ? 

Mr. Reid. — Yes. 

560. Mr. Neogy. — Is this institution then regarded as a Government 
institution strictly so called ? 

Mr. Reid. — Its expenses are aU met by the Central Government, and so I 
suppose it may be considered a Central Government institution. 

5Q1. Mr. Neogy. — ^As the trustees' entertain the establishment, are they 
supposed to be Government officers ? 

Mr. Reid. — Members of the trustees’ own office are trustees’ servants. 

562. Mr. Neogy. — ^Are they non-pensionable ? 

Mr. Reid. — I am afraid I cannot answer that question ofi-hand. 

563. Mr. Neogy. — I should like to Imow something more about this. 

You find (a) (1) ; pay of establishment, {a) (2) “ grants in aid ”, “ Grants in 

Rid ” to what ? 

Mr. Reid. — To the trustees. 

564. Mr. Neogy. — So when you talk about establishment, your remarks 
xelate to people who are really Government servants ? 

Mr. Reid. — ^No. The establishment is the trustees’. 

565. Mr. Neogy. — If' they are servants of the trustees, why do you show 
fihem under a separate sub-head in page 204 ? Why not include in the general 
grant in aid ? 

Mr. Reid. — The “pay of establishment ” may, I am not sure, be pay of the 
establishment of other sections. I cannot say definitely at the moment. 
There are six sections of the Museum, and five of them are run directly by 
various Government departments. 

566. 3Ir. Neogy. — So the establishments really relate to Government 
■departments ? 

Mr. Reid. — It may perhaps be the case. 

Sir Frederic Gauntlett. — 1 should investigate that point. The only comment 
I would make at present is that it is perfectly ob'vious that the total establish- 
ment of the Central Museum rou.st cost considerablv more th»n Es 5.000 a 
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year. Therefore there* seems to be some small residue which is now paid for 
by Government, and I am quite prepared to ascertain whether in fact those 
are Government servants and ought to be paid by Govermnent. 

667. Mr. Roy. — ^Do you pay any rent for storage of quinine in the Indian 
Museum ? 

Mr. Reid. — I am not sure but 1 believe no rent is paid. 

568. Mr. Neogy. — Grants in aid to scientific societies and institutes, 
sub-head {p). hlay I Imow if it is incumbent on such institutes to submit 
accoimts compulsorily or at their option ? 

Sir Frederic Gaunthtt. — There is a recommendation of the Public Accounts 
Committee which has been accepted by the Government. My recollection is 
that the recommendation of the committee is that that if the grant in aid by 
Government forms a major part of the receipts of the institute, we should see 
the accounts. If it is only a subsidiary part, we should not. 

569. Kumar Ganganand Siuha. — I find from page 204, though it is a very 
small amount, a sum of Es. 267 sanctioned to the Bose institute. May I 
know the special circumstances in which that sum was granted ? 

Mr. Ram Chandra. — Tliis sum represents the sixth and the final dmdend 
due from the liquidators of a firm to Sir J. C. Bose. The amoimt was 
credited to Government through the High Commissioner’s account for Decem- 
ber 1925. But as no claim was received from the Institute till 1927-28, the 
allotment was sanctioned fi'om the reserve at the di.sposal of the Finance 
Department. 

570. Maidvi Abdul Matin Ghaudhury. — ^At page 212, it is said : “ In view 
of the explanation of the savings the circiunstances in which the supplementary 
grant for a large amoimt was applied for in March 1928 appear to require 
consideration ”. 

31r. Ram Chandra. — The circumstances were special. The organising 
Secretary of the Congress of Tropical Medicines was imder the impression that 
the allotment made by Government was in the nature of a grant in aid for 
non-Government institutions. He was therefore anxious to draw the whole 
allotment before the end of the financial year. A supplementary grant was 
therefore obtained, but the Pay and Accounts Officer objected to the procedure 
and said that this should not be treated as a grant in aid to a non-Government 
institution, but that it should be treated as expenditure on ordinary Govern- 
ment projects. Therefore the organising Secretary had to refimd the unspent 
balance of the money that was vath him. 

Grant 57 — ^Argriculture. 

571. Chairman. — Grant 57, page 232. I think this is one of those cases 
where the Committee might express some opinion, about ‘ New services ’. 

Sir Frederic Gaunthtt. — I suggest the witnesses should be asked to state 
the position as they see it. Then we should reserve the point for further dis- 
cussion. 

Mr. Reid. — In the first place, Sir, I thinlc this is a point for the Finance 
Department. In technical matters such as this I thinlc it is the fimetion of the 
• Finance Department to state the position. 
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Sir Frederic Gauntlelt. — ^Here jou have a definite purchase. It is perfectly 
true that the Assembly is being asked to pay a sum of money for its purchase. 

Mr. Neogy. — ^And besides it is for a semi-commercial purpose, because 
the creamery was not intended to facilitate research' work but it was 
intended to be self-supporting. At the time when we sanctioned it, we were 
under the impression that we were going in for a commercial service and not 
merely a research service. 

Sir Frederic Gaimilett. — Those are the points which have weighed with 
the Accountant-General, Central Eevenues, in thinking that the creamery 
might be regarded a new service, and it is for these reasons that I have brought 
the matter before the Committee. 

Chairman. — The point that has been made about the purchase is quite an 
important one because that after all puts the selling department in the posses- 
sion of funds which have not been voted for it by the Legislative Assembly. 

Sir Frederic Gaimilett. — But the Army Department is non-voted. 

Chairman. — That is another complication. Even if it was a voted depart- 
ment, that department Avill get possession of funds which have not been 
voted by the Legislative Assembly. Therefore, the purchase of an undertaldng 
like this by one department from another department seems to me to create a 
new condition altogether. I do not thinlc you can get out of the fact that 
that is a new service. Nothing was included in the budget for the purchase of 
it. There are two points in this case. (1) It has been transferred from a non- 
voted budget to a voted budget ; and (2) that it actually involves payment of 
money for the purchase of an asset which has not been provided for in any budget. 
You cannot say that this sum has been in any way provided for in the budget of 
the Government of India. • 

Mr. Shervani. — The service is always for a particular purpose. Suppose 
we transfer certain soldiers from the SliUtary Department for training in Gov- 
ernment colleges, that would certainly be a transfer of certain persons from one 
department to another, but that new service must be supplied by a vote of the 
Legislative Assembly. My point is that a service should be determined from 
the purpose for which it is maintained at present. Tliis dairy was maintained 
for supplying a certain amount of cream to the army. But now it is 
maintained not only for that purpose but also for the purpose of training. 

Chairman. — I am not quite sure about that because the dairy was main- 
tained for the purpose of producing cream and millc to be sold. It does not 
matter whom it was sold to. 

Sir Frederic Gauntlett. — The answer to Mr. Shervani is that when the 
Standing Einance Committee acquiesced in the temporary arrangement and 
when the Assembly voted money for the temporary arrangement, it Avas quite 
clearly understood and contemplated that the creamery Avould be used not only 
for the supply of milk and cream and butter but also for the training of people 
in dairy work. Therefore, there has been no change of utilisation between the 
time when it Avas on a temporary basis Avith the concurrence of the Assembly 
and the time Avhen the purchase was made and it became the final asset of the 
Civil Government. 
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Mr. Shervani. — My answer is that when yon require a temporary expense 
for a particular thing you go to the Assembly for a vote, but when you require 
that thing permanently, you do not go to the Assembly. 

Sir Frederic Gauntlett. — But we are arguing that we should. 

Chairman. — That is the second point. But it has been proved that the fact 
that the worldng of this part of the Agricultural Department has been approved 
by the Standing Finance Committee does not in any way alter the situation. 
It has already been approved and therefore it was not a new service. What we 
have to consider now is that the Standing Finance Committee’s approval was 
given to a temporary arrangement and, as the Auditor General has said, by pur- 
chasing the imdertaldng you really made the arrangement permanent and 
^ therefore I think a new state of affairs is created. M}’- general conclusion on both 
the grounds is that this ought to have been treated as a new service. 

Mr. Miira. — There is a fiuther point to be considered. There was a dis- 
tinct imderstanding in the beginning that the intention was to work it at a 
profit, but it has been worldng at a loss. 

Chairman. — The position now is that under the arrangement originally con- 
templated by the Standing Finance Committee, they could have terminated 
it at any time without any loss except the loss incurred on the worldng during 
the period for which it was worked. But now that they have purchased it 
from the Army Department, they have not only got to consider the worldng 
loss but also the disposal of the undertaking for which they paid Es. 60,000. 
There may be a heavy loss on that account. I must say, at the same time, that 
on both grounds neither argument against its being a new service is a valid 
one. It is a doubtful point. Is that the general view of the Committee ?■ 
(The members expressed consent.) 

572. ilfr. Neogy. — ^M^hat prospects are there of making this factory self- 
Buppoi-ting 1 

Mr. Reid. — We hope for better things in the future particularly when we 
have secured an Animal Husbandry expert for the Agricultural Eesearch Council. 
I believe there was a slight improvement in the financial position last year but 
we hope for the greatest measure of improvement when we get our Animal Hus- 
bandry expert. 

573. Mr. Neogy. — In the comments portion of this report reference is made 
to the very large stock that you are carrying of butter. 

Mr. Reid. — It has been disposed of since, at a very slight loss only. 

574. Mr. Roy. — You are expecting an Animal Husbandry Expert on the 
Agricultmal Eesearch Council. Will he be a third member ? 

Mr. Reid. — Yes ; he will be the third whole-time member of the Council. 

576. Mr. Neogy. — Who looks after the commercial aspect of this under- 
taking ? 

Mr. Reid. — At the present moment the Manager of the Dairy looks after- 
it. under the general control of the Agricultural Adviser. 
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576. Mr. Roy. — The administrative part of it will be looked after by the 
President of the Eesearch Coimcil in future ? 

Mr. Reid. — The Director of Pusa will be in charge, but he will have the 
advice of the expert on the Agricultural Research Council whenever be requires 
it. 

577. Sir Frederic Gauntlett. — Was not Mr. Smith in charge of the Diary ? 

Mr. Reid. — Yes ; he is in general charge of the Creamery and the Dairies 

generally ; I should have mentioned him before. 

578. Chairman. — I carmot believe that the Expert on the Central Research 
Council is going to help us very much as regards the marketing of butter. If you 
want to make your Dairy pay, you must have a good business manager ; your 
experts cannot help you at all. 

iifr. Burden. — Mr. Smith is a very efficient business manager. He is in ' 
direct charge of the Dairy farm at Bangalore and also of all the other dairy 
farms. He was taken over from the Army when I was Army Secretary. The 
Education Department asked for his serrdees. We were very reluctant to let 
him go. 

579. Chairman. — Were the Army Department running it at a profit ? 

Mr. Burdon. — There is a great deal of literature on the subject of Military 
Farms Department. After the war they were not running their farms at a 
profit but at a considerable loss every year. 

Chairman. — I think we have arrived at a sufficeint conclusion as regards 
the main points to which the Auditor General has directed our attention on the 
question of classification of new services. That finishes the comments on Grant 
No. 67. 

Grant 68 — Civil Veteeinary Services. 

580. Chairman. — Grant No. 58. Important Comments, pages 291 to 292 of 
the report. — ^Mr. Reid, could you tell us anything about the action taken against 
the responsible officers 1 

Mr. Reid. — The case, I hope, has been closed now. The officer chiefly 
concerned was ofiered the choice of resignation or removal, and has since re- 
signed. He has left for England finally. 

Chairman. — ^Do you think there are any further questions to be asked on 
that ? 

Sir Frederic Gauntlet. — think we might have a rather longer explanation 
because, although it is true that the head officer has gone, there are questions 
relating to the subordinate officers. I think the Committee might have a 
fuller statement of the whole case. 

681. Mr. Neogy. — ^Was the amount aotuaUy spent ? 

Mr. Reid. — Yes ; there is no allegation that any money was misappropriat- 
ed. The money was spent, though it was not spent exactly in the way that it 
purported to be spent. We have issued a letter on the subject to the Auditor 
General which deals with the whole case including the subordinates. 

Sir Frederic Gauntlett. — I have not had an opportunity of studying it. 
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682. Chairman . — Could you give us some idea of it ? 

Mr. Reid . — I can give you the position in a few words. The view taken by 
the department which I am representing is that all these subordinate officers 
who are men on low pay, were acting imder the influence of the Director who was 
the leading spirit in the whole affair. When his case was referred to the Public 
Service Commission they recommended that he should be removed if he 
would not resign. After a reference to the Secretary of State had been made 
and he had approved the Commission’s view, a further offer was, after certain 
negotiations and reconsideration of the case, made tentatively to him. The 
offer involved his degradation ; he was to be removed from the Directorship 
and put into a post which happened to be vacant, that of first Veterinary 
Eesearch Officer, on reduced pay. After some three months’ deliberation over 
this offer, he refused it, resigned and left the coimtry v/ithin a week. 

The Government of India then proceeded to pass oiders on the case of the 
subordinates. Their view was that, as the subordinates all acted under the 
instigation of the head, he must take the main blame of the case. As, he had 
been leniently treated particularly in being made the offer referred to the 
subordinates should also be lenientty treated. Two of them have now resigned. 
They have all been censured, and the case has been closed in that way. 

583. Kumar Ganganand Sinha . — ^Why was he leniently treated ? 

Mr. Reid . — Partly because in view of his expert qualifications we did not 
wish to lose him if we could help it ; in his ovm line he was the first man in India. 
Partly also because throughout the case he had no motive except the well-being 
^of the Institute as he saw it. On the whole for these reasons as we considered, 
he received lenient treatment. 

Mr. Burdon . — ^May 1 point out for the information of the Committee that 
for the future it has been decided that the functions of the administration and 
the functions of the expert research officer should be separated, and we propose 
to go before the Standing Pinance Committee shortly with a proposal that an 
officer of the Indian Audit Accounts Service shorild be placed on special duty to 
go to the Institute and put the future system of administration on sound 
lines. 

Chairman . — I take it that the Committee is satisfied with the explanation 
they heard from Mr. Eeid in the case ? 

584:. Mr. SJiervani . — May I repeat the question that was put by Mr. Neogy? 
Has the sum been spent on the football and hockey fields ? 

Mr. Reid. — Yes, it Ibas been spent. The work done was irregular, and 
conducted by objectionable and fictitious methods, but there was no peculation 
or misappropriation by anybody. 

Mr. Neogy . — There has been moral turpitude in the sense that they prac- 
tised a deception with the Assembly, 

Mr. Reid . — I should like to add that the Director was a scientific office^ 
and not versed in accounts work. He suggested on at least one occasion, that 
he’hhould have the assistance of some expert in accounts to keep him straight 
n"^ such matters. That in part explains the case. 
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Mr. Shervani . — To me Ks. 41,000 seems to be a very big sum to spend on 
football and bockey fields ? 

Mr. Reid . — The field had to be built out of the side of a hill. 

Chairman . — I think this point has been carefully gone into and the evidence 
shows there has been no peculation. 

685. Mr. Neogy . — Refer to page 82, paragraph 68, — a case of double 
payment. 

Mr. Reid . — That is only a matter of adjustment. The Institute asked for 
payment to be made in January in future ; as the subscription was formerly 
paid in April, two payments fell within the same year. 
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Evidence taken at the tenth meeting- of the Public Accounts 
Committee held on Saturday, the 17th August 1929, at 
2-45 p.m. 


Present : 


(1) The Hon’ble Sir George Schuster, Chairman. 

(2) Mr. T. A. K. Shervani, 

(3) Mr. B. Das, 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha, , 

(6) jMaulvi Abdul Matin Chaudhury, '^Members 

(7) :Mr. K. C. Neogy, 

(8) Maulvi Mohamjiad Yakub, 

(9) Mr. K. C. Ror, J 

(10) Sir Frederic Gauntlett, Auditor General, 

(11) The Hon’ble Mr. E. Burdon, Financial Secretary, 

(12) Sir. J. E. C. Jukes, Controller of Civil Accounts, 

(13) Mr. 0. A. Travers, Accounfant General, Central 

Revenues, ^Were also prc- 

(14) Mr. A. C. Badenoch, Director, Commercial Audit, [ sent. 

(15) Mr. T. K. PvAJAGOPAlan, Officer on Special Duty, 

Finance Department, 

(16) hir. B. Nehru. Deputy Auditor General. 

]Mr. H. A. F. Lindsay, Joint Secretary, Commerce Depart-'] 

Mr. A.deC. Williams. Deputy Secretary, Legislative De- ^ 
partmcnt, J 

586. Chairman. — Sir. Lindsay, we just want to ask you one or two ques- 
tions and will start with Appendix II. 

With regard to serial No. 1 at page 7. is there anything to be said about 
that ? 


Mr. Roy. — Mr. Lindsay, why do you ivant to wait till the new Chmch 
measure comes into force ? It is just a question of division of expenditure 
between you and the Army, is it not ? 

Mr, Lindsay. — Yes. 

Mr. Roy . — Has the Army been consulted ? 

Mr. Lindsay. — ^Yes. 

ilfr. Roy . — ^And what is their answer ? They are required to bear their 
share, is it not ? 


Mr. Lindsay. — Yes, as far as I know. But we want to know exactly how 
we stand under the new system, and also further there is the technical question 
of the actual form in which we shall give effect to this decision. We cannot 
actually give effect to it until the division has taken place. 

587. Mr. Ray . — But you are agreed that there should be a division of the 
charge between civil and military 1 

H62CPBPinD 13 
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Mr. Lindsay. — Yes. 

Mr. Burdon. — I slioiild like to add something on that point. ^Tiat will be 
involved if these ecclesiastical charges are classified as military is that there 
will be constituted an Army Chaplaincy Department such as that existing in 
the United Kingdom. That is a proposition upon which the late Lord Kawlinson 
was very keen indeed. He was at one time very anxious to do it and he was 
dissuaded from pursiiing the proposal because he realised that he would pre- 
judice the case. It is a very important question of the established church in 
India and it was for that reason that the matter has been held in abeyance, 
and I am very much afraid myself with my experience of the Army and civil 
administration that when the thing comes to pass there probably will be some 
duplication and probably additional expenditure. I think it is very lilrely that 
that will be found to be the administrative result ; but apart from that, for the 
moment it seems to be perfectly clear that the change must wait because if you 
do have a separate Army Chaplaincy Department catering solely for the re- 
ligious needs of the British troops in this country then the Indian church in its 
infancy udll probably not be able to provide for the needs of others. 

688. Mr. Roy. — There is only one point I want to ask you, hlr. Burdon. 
I think the whole idea is the division of charges between civil and military. 

Mr. Burdon. — That may be the idea in certain quarters but I am telling 
you sometliing else that is very liable to come on tapis. 

589. Mr. Roy. — But it will increase the military charges to have an Army 
Chaplaincy Department and we will be confronted with three chmrches, the 
established church, the Roman Catholic and the Wesleyan. 

Mr. Burdon. — Under our existing arrangements the charges on account of 
Roman Catholic priests are already borne on the Army estimates, the charges 
on account of Wesleyan priests who administer to British troops are also borne 
on the Army estimates. The main question is with regard to the Church of 
England. 

590. Mr. Miira. — We want to know if there are any particular churches 
other than Anglican which are exclusively used by the army. 

Mr. Burdon. — I think there is one class. I am talking of the Scottish 
chaplains. 

591 . Chairman. — May we pass to serial No. 22 — ^Early Revision of Ecclesias- 
tical Rules ? It really hangs together. 

Mr. Lindsay. — It does hang together with ihe first one. The rules are 
actually ready in draft, but we want to make quite certain that they square 
with the future position. 

Mr. Roy . — The first notification of this subject is already out ? 

Mr. lAndsay. — That is right. 

Grant 45 — Ports and Pilotage. 

592. Chairman. — ^Now turning to the Accountant General’s Report tmder 
grant 37, the Auditor General has no comments on his letter. Grant 46, Ports 
and Pilotage we want to refer to pages 169 to 170 of the Report and paragraph 
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41 of tlie Auditor General’s letter. Perhaps you would explain the points, 
Sir Frederic, here ? 

Sir Frederic Gauntlett. — The point very briefly is this, Sir. There was a 
provision in the estimates for the conversion of the “ Dufierin ” into a training 
ship and the amount allotted in the estimates was a lalch and 41 thousand. 
The actual expenditure was 4 lakhs and 36 thousand, which is over three times 
the amount of the original allotment. At the bottom of page 165 in note 
jT (6) one will see the details which worked up to the difference, and the 
question for consideration is whether the difference between the expenditure 
and the grant has been rmdertaken on items which are so rabidly different from 
what was contemplated when the budget was prepared that they ought to be 
regarded as new services. I confess I cannot quite understand, for instance, 
why the purchase price Avas not provided in the original allotment. 

Chairman. — I agree. 

Mr. Lindsay. — That was because the Marine Department never gave any 
indication at first that they were going to ask for any price to be paid for the 
“ Dufferin.” 

593. Sir Frederic Gauntletl — hlight we have an idea as to what was con- 
templated and what items made up the original amount asked for which was a 
lakh and 41 thousand ? 

Mr. Linsday. — Those were the original estimates of what it would cost to 
alter the ordinary ofl5.cers’ accommodation on the “ Dufferin ” to the accommo- 
dation required for the training of apprentices. 

594. Sir Frederic Gauntletl. — So that, although it was known that the ship 
would have to be purchased, as you had no idea Avhat they would charge you, 
no provision was made in the budget? 

Mr. Lindsay. — It was not anticipated that any charge would be made. 
The “ Dufferin ” was on the shelf. 

Sir Frederic GauntMl.—^me\y, the Department being a Commerce De- 
partment, you did not think you wou^d not have to pay for the ship ? 

Mr. Lindsay. — ^\Ve thought that if they wanted money for it they would 
come up for it at the proper time. 

Sir Frederic Gauntlett. — That is really a point of budgeting rather than 
anything else, Sir. 

Chair man. — It is, but I think that the inclusion of the purchase price made 
such a radical alteration in the whole proposition that the original authority 
can hardly be taken to have covered it. 

Sir Frederic Gauntlett — There are many other changes too. That is why 
I asked if Mr. Lindsay could give us an idea of what items were included in the 
original figure. 

Chairman . — It is very hard to say that it is a new service. It is different 
from the case we were considermg before where a man arranged to hire and 
take the thing just at the working expenses and then decided to purchase it. 
That is quite different. The ship was always intended to be acquired here. 
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Sir Frederic GaiintUtt. — That is my point. I regard that rather as defective 
budgeting. 

595. Mr. Roy. — This scheme arose out o’ the recommendations of the 
Indian Mercantile Marine Committee ? 

Mr. Lindsay. — That is so. 

596. Mr. Roy. — ^And the Director of the Indian Marine was the President 
of the Committee. Did he not put a proposition before you ? 

Mr. Lindsay. — ^No. He gave no intimation that it would be necessary 
to pay for this vessel. The principle we went on was what is it going to cost 
to alter the Captain’s cabin and the officers’ cabin, the smoking room, etc., 
into a new series of cabins Avhich would be allotted to apprentices’ class rooms. 

597. Chairman. — How is this money actually provided ? 

Mr. Lindsay. — By reappropriatiou. ft is a large sum. Wc get it from E, 
(2) (5), E. (2) (8). and E. (2) (9). 

598. Chairman. — Can you remember anything about this, Mr. Burdou ? 

Mr. Burdon. — About the Duiterin ’* ? I imagine it is simply a question 
of an oversight ; that the Marine Department at the beginning never thought 
of getting anything for the “ Dulferin ” and that afterwards it was probably 
picked up by the Controller of Marine Accounts or piclced up in some such way, 
and it was decided that the Sfarinc Department wore entitled to claim some- 
thing for this. 

599. Mr. Neogy. — Aldio made the. valuation ? 

Mr. Lindsay. — The Marine Department, and we had to accejit it. 

600. Mr. Roy. — But was not the “ Dufierin ’’ an obsolete ship ? It would 
have been broken up if it had not been taken up for this purpose ? 

Mr. Lindsay. — Yes. 

601. Mr. Roy.—hdv. Burdon, you know that the scheme has been a great 
success ? 

Mr. Burdon. — I know. I have seen the boys at work and I know tliat the 
Commander of the “• Dufferin ” is extremely pleased with these results. 

602. Sir Frederic GaunUett.-~^ny I make one more comment ? The 
next most important item is No. 2, additional work necessary on accoimt of the 
ship having been laid up for a long time in which she had been put out of com- 
mission. My general Wew of the whole position is that there was a definite 
decision of the Legislative Assembly that this ship should be obtained and 
converted into a training ship. The amount which it was estimated that 
conversion would cost w'as ridiculously imder estimated.* I should prefer my- 
seK to regard the whole of this as very bad estimating rather than the under- 
taking by the executive authorities of a new service. 

Chairman. — Yes, I quite agree. I do not see how you can consider it as 
new service. 

Sir Frederic Gauntlett. — merely bring this up as the Audit Officer has- 
raised the question. 
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603. Mauvli Mohammad Yakub. — "Who made these estimates t 

Mr. Lindsay. — ^An expert who came out and saw the “ Dufierin ” and 
estimated the cost of conversion. But if I may just add a word of explanation 
to that, Sir, it is that none of these additional alterations could possibly have 
been estimated at the time, because they all came out when the “ Dufierin ” 
was so to speak dug into and the condition of the plates and so on was estimated. 
A lot of it had to do with the replacement of old plates by new plates. 

604. Maulvi Mohammad Yakub. — Probably if an expert was brought out 
it was to find out all these things. 

Mr. Lindsay. — No, Sir, I think it was on the merits of the scheme and the 
“ Dufierin ” together. 

605. Chairman. — But the things you refer to could not have been dis- 
covered until the Avork had actually commenced. At the same time, an expert 
ought to have been able to say that his estimate was little better than a guess 
because imtil you started Avork you could not tell Avhat was necessary. He 
ought to haA'^e said so. Was a further reference made to the Standing Pinance 
Committee about this ? 

Mr. Lindsay. — No, Sir. ' We discovered it right at the end of the financial 
year, ^^^lat happened Avas Avhen they found out that these repairs were neces- 
sary they went on AA*ith them — the R. I. M. went on with the repairs. The 
Accountant General, Bombay, discovered the excess and reported it ; and it 
Avas some time before it came to the Commerce Department and that was right 
at the end of the financial year. 

606. Sir Frederic Gauntlett. — ^Does not that raise the question, Sir, of the 
authority of the people on the spot to spend so A^ery much more money than had 
been allotted from headquarters ? 

Chairman. — I think it does. I think the whole incident raises a great many 
important questions. Fortimately it so happens that the scheme is a success 
and we knoAV noAV that if aa’c IcneAV Avhat the scheme Avas going to cost it would 
still have been approved. 

607. Maulvi Mohammad Yakub. — Somebody should be held responsible 
for it. 

ilfr. Lindsay . — I am afraid the responsibility rests AAuth the expert, 

Maulvi Mohammad Yakub. — HaA-e they appreciated his services ? 

Mr. Roy. — But it is difficult to estimate the refitting of a ship. 

Kumar Gamjanand Sinha. — ^Did yoAi pay the expert anything ? 

Mr. Lindsay. — Yes. But I A’^ery much question AAdiether the expert could 
possibly have found out all the repairs that were necessary to the ship 
merely from a survey of it. 

Chairman. — What he ought to have done in these circumstances was to 
say : I can estimate certain parts of the AA^ork and for the rest it is mere guess 
work and you ought to have an ample provision to cover contingencies. That 
would have been all right. 
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Mr. Roy, Lindsay, you will admit tliat there were extenuating cir- 

cumstances for imder-estimating ? 

. ilfr. Lindsay. — ^Yes, I think it is quite impossible to have given more than 
what Sir George has said, a sort of warning that this is a preliminary estimate 
and by the time you get down to it, it is going to cost you very much more. 

Chairman. — Are you quite sure that he did not say that ? 

Mr. Lindsay. — 1 am not quite sure, Sir. I do not thinlc he could have 
said that, for if so we should have been able to anticipate a possible excess. 

Mr. Roy. — ^Did he come out from England ? — or was he from the E. I. M. ? 

Mr. Lindsay. — He came out from England. 

Sir Frederic Gauntlett. — Do you suggest it has rather lowered the value 
of having English experts ? 

Mr. Burdon. — I might explain in justice to the expert that he was much 
more an expert in nautical training for boys, and I think he had something to 
do with a training ship which is run by Lord Inch cape in coimection udth his 
steamship companies and I should not think this gentleman really had any 
expert knowledge of ship fitting and ship construction, or anything of that 
kind. He was essentially an expert on nautical training for marine cadets. 

Maulvi Mohammad Yahnb. — -Then the responsibility is on those who 
brought him out. 

Mr. Burdon. — The responsibility for estimating the cost of alterations to 
the “ Dufferm ” lay very much more with the Marine Department of the 
Government of India. It was their ship and if the work Avas done in their 
dockyard they were the people really to Imow. 

608. Sir Frederic Gauntlett. — Slight the witness be asked Avhether he has 
any comments to make on whether the authorities on the spot are entitled to 
spend three times as much as is provided in the budget AAuthout previous 
sanction ? 

Mr. Lindsay. — It was certainly a surprise to us, Sir, Avhen we received 
this intimation, not from the E. I. M. direct but from the Accountant General, 
Bombay. 

Mr. Roy. — After the money had been actually spent. 

Sir Frederic Gauntlett. — Has he powers allotted to him 1 Did he exceed 
his powers ? 

Mr. Lindsay. — ^\YeU, I am afraid I cannot say. We gave him no special 
powers to go ahead apart from all financial considerations. 

609. Maulvi Mohammad Yalcuh. — ^What measures were taken to meet 
the difference ? 

Mr. Lindsay. — We did the best we could and reappropriated it. 

610. Maulvi Mohammad Yakub. — ^Vho provided the officer ? 

Mr. Lindsay. — He is not under our control. 
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, 611. Mr. Ro7j — The point which arises is that yon incurred three times 

more expenditure than was estimated. Did the Accountant General pass all 
the bills without inquiry ? 

Sir Frederic Gauntlett. — When the excess came to notice, the | Accountant 
General reported it to the Government of India ; that is how it came to light. 

612. Mr. Roy. — ^Did he pass the bills ? 

Sir Frederic Gauntlett. — No, the bills are post-audited. Thel bills are 
actually paid on the spot and then they come to the Audit officer for audit and 
he keeps a running record of the total amounts paid against this particular allot- 
ment and when he finds that the allotment has been exceeded he reports it ; 
and he reported it to the Government of India and that is the way in which the 
Government of India came to know about it. My point is ; did the officer 
exceed his powers which had been granted to him by the Government of 
India? 

Chairman. — ^That is the question which I want answered. 

Mr. Lindsay. — As far as the Commerce Dejiartment are concerned, he did. 
We secured approval for the estimate and the work was put in hand. 

613. Mr. Mitra. — There is no general provision that the cost should not 
exceed the estimate by so much per cent.? 

Mr. Lindsay. — No. There was no such general instruction. 

614. Chairman. — But was this work being done really on contract for 
the Commerce Department by another Department over which the Commerce 
Department had no control ? Was that the position ? 

Mr. Lindsay. — I cannot say it was exactly on contract. Sir, because we 
had this estimate to work on and we merely gave instructions for the work 
to be carried out. 

615. Chairman. — ^What we really want to Icnow is at w'hat point the excess 
became Icnown and what action w^as taken. At what point ought the excess 
to have become known ? 

Mr. Lindsay. — The excess became Imown when the bills went to the 
Accoimtant General. 

Mr. Roy. — ^All the bills or part of the bills ? 

Mr. Lindsay. — It was some time before the Government was finally told, 
and the Accountant General drew the attention of the Government to the excess. 

616. Sir Frederic Gauntlett. — I think the position is rather more com- 
plicated than has been indicated up to the present. If I understand the posi- 
tion aright, the Commerce Department of the Government of India asked the 
Army Department to be their agent and the work was entrusted to the Marine 
Dockyard, Bombay, which is imder the Marine Department which is part of the 
Army Department. The actual work done by the ]\Iarine dockyard would 
be audited and brought to account initially by the Controller of Marine Accounts 
who is under the Marine Accountant General ; then the debits against 
the civil departments vrould be passed on by him to the Accoimtant Generab 
Bombay. Well, by the time all that process has been carried out, that is. 
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from tLc date that the money is spent to the date that the Accoimtant 
General, Bombay, gets to know of it, it may take three months, but the moment 
the Accountant General found those amounts were exceeded, you can take it, 
that he reported to the Commerce Department and that is how the thing came 
about. That raises the question of the responsibility of the Superintendent 
of Marine Dockyard ; what powers he has of exceeding any estimate on which 
he has to work. It is true that Mr. Lindsay wiU not be able to answer that 
question because the Superintendent of Marine Dockyard is under the Army 
Department and not imder the Commerce Department. That is the posh 
tion ? 

Mr. Lindsay. — ^Yes. 

617. Chairman. — But I think we want to find out exactly what the arrange- 
ment Avas between the Commerce Department and their agents who undertook 
the work, because the Marine Department must know that they ought not 
to enter .into an agreement which might produce any excess expenditure 
of this kind. There ought to be some means of ensming that, when it is known 
that the expenditure might be exceeded, it is immediately reported because 
the money is not there. This seems to have gone on without any action of that 
kind being contemplated. 

Sir Frederic Gauntlett. — Well, the two intermediaries would be the Superin- 
tendent of the Dockyard in the first place and the Controller of Marine 
Accoimts in the second place, and in the third place the Accountant General. 

Chairman. — The Commerce Department was responsible in the first 
instance. 

Mr. Lindsay. — We are not in direct touch with the 

Chairman. — But the Commerce Department had the authority to spend 
this money and they entrusted it to the agent to carry out without protecting 
themselves against this kind of excess expenditure. So the fault goes to that 
stage of the proceedings. 

Sir Frederic Gauntlett. — I think we might ask the Avitness Avhether they 
made any arrangements whatever. 

Mr. Lindsay. — ^None more than communicating the estimates to the 
Marine authorities for the execution of the work. 

Sir Frederic Gauntlett. — ^Assuming that they were not to be exceeded. 

618. Mr. Neogy. — ^Was it not part of the Controller of Marine Accounts’ 
duties to say that the estimates Avere being exceeded ? 

Sir Frederic Gauntlett. — That would certainly be part of His routine duties. 

619. Mr. Neogy. — Who is the Audit officer 1 

Mr. Roy. — The Controller of Marine Accounts. 

Sir Frederic Gauntlett. — In Bombay 1 I cannot say for certain. 

Maulvi Mohammad Yahuh. — ^Did youi' Department make any report to 
the Government of India when this fact came to your notice ? 
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Chairman. — They provided for it by reappropriatioii. They went to the 
Standing Finance Committee and asked for sanction of the excess expenditure 
in this case and they had money available for reappropriation. 

620. Sir Frederic GauntleU. — ^Have you any idea, Sir. Lindsay, of the form 
of the estimate handed over to the Marine Department 1 

Mr. Lindsay. — It was a detailed estimate. It was not simply a lump sum 
for them to work within. 

Sir Frederic GauntleU. — ^And had it been prepared by the Slarine Depart- 
ment originally ? Or did it come to you through the Marine Department 1 

Mr. Lindsay. — It came to us from the Doyal Indian Slarine. 

621. Sir Frederic GauntleU. — ^And you assumed, when you handed that 
estimate over, that their responsibility for working within that estimate would 
be the same as their responsibility for keeping within their estimates for their 
own work ? 

Mr. Lindsay. — ^Yes, because they are working just as much in the interests 
of Government as we are. They are also a Department of the Government of 
India. It did not seem to us necessary that one Government Department 
should say to another Government officer : “ Mind that you keep within that 
estimate.” We should say that to a contractor, not to another Government 
officer. 

Chairman. — I should say it was all the more necessary if the other officer 
was not responsible for finding the money. 

However, it seems to me we want to know more details about this because 
there may be certain lessons to be learnt from this on which the recommendations 
of the Committee might be based. I think you know, Mr. Lindsay, the various 
questions that we have put to you. and we should like to have from your Depart- 
ment as early as possible, so that we may be able to deal with it before we write 
our report, a full statement showing exactly what happened. Because obviously 
this is a sort of thing which ought not to happen and we want to Imow 
exactly at what point it went wrong. 

Mr. Das.— We should like his answer early so that we might raise the 
question with the Department of Military Accounts. 

Chairman. — I should think J\Ir. Lindsay’s report will give us all we want, 

622. Chairman. — ^Now, as regards paragraph 41 (6) of the Auditor General’s 
letter (p. 164 of the Eejiort), have you got an^hing to saj^ ? 

Mr. Lindsay. — I can explain what happened there. It was in connection 
with the provision of a new lightship for the Burma lighthouse administration. 
It was decided in consultation with the Biuina Government to obtain sanc- 
tion for the replacing of four old lightships by four new ships as they were 
so old as to be almost useless. One was replaced in 1925-26 : one in 1926-27. 
In 1927-28 the provision was that shown under B. 2 (5) and E. 2 (9) on page 164 — 
for the purchase of a lightship from England and for the assembling of that 
lightship and ])utting it into commission in Burma. In that year Sir. 
Stevenson came out to report on the lighthouse administration of India in 
general and he gave it as his opinion that instead of getting a new ship it 
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would be possible to repair the old skip and put it into commission ; and that 
recommendation was referred to the Lighthouse Committee, who turned it 
down and that is the reason Avhy these grants under sub-heads E. 2 (6) and E. 

2 (9) Avere not utilised. 

623. Chairman. — You mean they AA’-ere delayed 1 

Mr. Lindsay. — ^Yes, Avhile Mr. .Stevenson’s report was being examined by 
the Committee. As regards E. 2 (8), the supervision of the Lighthouses on 
the Burma coast had been done for us by the R. I. M. A^essel ‘ Clive ’ and 
when the R. 1. M. threatened to AAuthdraAv that vessel, AA^e had to make our own 
provision for the superAusion of the lighthouses during the subsequent year, 
1927-28. We could not tell at that time exactly AA'hat the cost Avas going to 
be and we framed a provisional estimate of jiist half of Avhat the ‘ Clive ’ cost us : 
the Clive had cost us laldis and ato estimated 2-]: lakhs, but the actual 
expenditure was just .half of that. 

624. Sir Frederic Ganntlett. — Have you any explanation vA'liy E. 2 (8) for 
which the original allotment was Rs. 2,27,000 was reduced to under Rs. 72,000 
while the final expenditure Avas Rs. 1,12,000 ? 

Mr. Lindsay. — It AAns as close as A\'e could get ; Ave Avere depending on 
the Burma Government’s Report on Avhat this service AA'ould cost. 

Sir Frederic Gaunilett . — Would you agree Avith the criticism that the 
forecast of the Burma Government Avas slightly inadequate ? 

Mr. Lindsay. — It certainly proA'cd to be inadequate ; it was as near as 
they could have got at the time. 

625. Chairman. — You have not given us explanation of the other items — 
“ Examples of indifierent budgeting appear vmder heads C. 1 (3), E. 1 (4) and 
F. generally ” ? 

Mr. Lindsay. — As regards C. 1 (3), this aa’us due to the shifting of the 
shipping office to the Development Department building and also to the rent of 
new premises for the Shipping Office, Bombay. This office was originally located 
in the Custom House in Bombay and AAffien the Custom House had to take back 
that accommodation for its own purposes, Ave had to find new premises at 
short notice. 

626. Mr. Mitra. — F. 1 is rather important. 

Mr. Lindsay. — This was the first year of the “'DuSerin ” ; the ship was three 
months out of commission — it was put into commission three months later 
than we expected. 

627. Mr. Das. — As regards paragraph 2 on page 168 of the Report, does 
the Act come into operation from this year, 1929 ? 

Mr. Lindsay. — Yes. We have now organised the complet' staff of the 
lighthouse section. 

628. Mr. Das. — Are they going to be piit in the new organisation of the 
ports 1 

Mr. Lindsay. — The port officers are already in existence : It is m rel}' a 
transfer from the Local Government. 
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629. Mv, Da:, — ^According to the Indian Shipping Act yon have to divide 
ihrm mto six divisions ? 

Mr. Lindsay. — Preparation has been made for that, 

630. Mr. Das. — No naore additional expenditure on that account ? 

Mr. Lindsay. — ^No. 

631. Mr. Das. — But there will be some extra expenditure on the light- 
house organisation ? 

632. Mr. Lindsay. — ^Yes ; and there will also be a considerable amount 
of sa^dng. 

Colonel Gidney. — ^As regards the Bengal Pilot Service on page 159, will you 
kindly tell us whether the service is recruited in India or in England entirely ? 

Mr. Lindsay. — Both, as far as I am aware. 

633. Colonel Gidney. — ^Did you recruit for the last six appointments in 
India or in England ? I have it on information that they were all recruited 
in England without any competitive examination in India. 

Mr. Lindsay. — I am afraid I must ask for notice of that question. 

Grant 61 — Coiimeboial Intelligence and Statistics. 

634. Mr. Boy. — ^Does Commercial Intelligence abroad come under this 
head or under the High Commissioner ? 

Mr. Lindsay. — ^Under the High Commissioner. 

635. Mr. Boy. — were 1 old that tliree trade commissioners would be 
appointed during the current year at Hamburg, Mian and New York, but 
nothing has been done : we were told last year that proposals had been sent 
to the High Commissioner and we would like to Imow what developments 
have taken place. 

Mr. Lindsay . — The position is that the Government of India are consider- 
ing the scheme which the High Commissioner has placed before them. It has 
been necessary to try and make one scheme for all six trade commissioners — 
Dr. Meek’s scheme for near eastern countries also. 

Mr. Boy . — Will it come in the near future ? 

Mr. Lindsay . — ^Y es, certainly. 

Chairman. — I may tell you a little more : the whole scheme has just come 
to the Finance Department and will have to be considered this year with a 
great many other schemes which involve the spending of more money and it 
will have to take its place with those ; it will come before the Standing Finance 
Committee of course. 

Mr. Das . — We would recommend it to you wholeheartedly to be given 
effect to. 

636. Maulvi Mohammad Yahub. — Have they decided what should be the 
qualifications and rules of recruitment ? 

Mr. Lindsay. — ^All the details of recruitment, pay, leave, etc., are under 
consideration. 
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637. Mr. Roy.— There is a saving of Es. 5,000 on books and papers. 

Mr. Lindsay.— Yes ; that is in Commercial Intelligence and is due to the 
rule that the purchasing department should bear the cost of publications. 
In this particular case, I think it is rather of interest that the Aden administra- 
tion required these publications ; we were expecting a bill from the Government 
of Bombay which never came so that, that represented a saving. 

638. Mr. Roy.— Is the Indian Trade Journal a commercial proposition ? 

Mr. Lindsay. — The journal pays its way ; I do not think it makes a profit 
but we cover expenses. 

639. Mr. Roy. — ^Are the Government advertisements paid for by each 
department ? 

Mr. Lindsay. — They are not paid for. 

Mr. Roy. — You could publish them in the Gazette of India then ? 

Mr. Lindsay. — We take care that our own advertisements get precedence 
in the Indian Trade Journal. 

640. Mr. Roy. — YTiy should not the Stores Department, for example, 
which has its separate budget, pay for its o^vn advertisements in the Journal ? 

Mr. Idndsay . — Those advertisements are as a matter of fact of tremen- 
dous help to the Journal because they increase the circulation and sale. 

641. Mr. Roy. — At the same time you \vill admit that it is competing with 
private enterprise ? 

Mr. Lindsay . — To a certain extent. I think Government Department of 
Gommercc is bound to issue a journal — e.g., the Board of Trade Journal. 

Mr. Roy . — I have seeji that journal — they do not publish advertisements. 

Ghaiunan. — Tlie point might be considered. 

642. Mr. Das. — The office of the London Stores Department is under the 
High Commissioner and that means that comes under your Departnunt ? 

Mr. Lindsay . — I am afraid I cannot say who is re.sponsible for the Stores 
Department, London. 

Mr. Roy . — To the best of my recollection you consolidate the stores re- 
quired and send for them through the Industries Department and in the case 
of the Railways the indent goes through the Railway Department ? 

Mr. Das. — The High Commissionej- receives all these orders through the 
Commerce Department. 

Mr. Neogy. — No, no. 

643. Mr. Das. — My question is tliis. For the last few years we have been 
tr 3 dng to have the staff of the London Stores Department reduced. The Com- 
merce Member three years ago said that the staff of the London Stores De- 
partment had been increased owing to the acquisition of the State Railways, 
such as the G. I. P. Railway and the E. I. Railwa}'^ and now we find from the 
High Commissioner’s Audit Report that the London Stores Department pur- 
chased two millions in 1926-27 and it has been reduced to one million and odd in 



205 


1927-28. So I thouglit they arc not doing much work and, as we have now got 
•the Indian Stores Department, the Commerce Department can see their way to 
reduce the stafi of the London Stores Department. 

Mr. Lind^aij. — I do not think it is subject to the Commerce Department. 

Grant 33 — Legislative Department. 

G44. Mr. Neogy. — Page 137 of the report. There is an excess of Es. 15,515 
under A. — Pay of Officers. This is explained as being due to the continued 
emplopnent of tlie o0icer on special duty in connection with the revision of the 
Indian Contract Act throughout the year (Rs. 16,000) for whom no provision 
existed. I think this particular appointment was created for a specific period 1 

Mr. Williams. — It was originally. 

Mr. Neogy. — And the grant was obtained on that footing \ 

Mr. Williams. — Yes. 

Mr. Neogy. — that period was exceeded by one year how is it that no 
separate sanction was obtained ? 

Mr. Williams. — Of coimse, it was not anticipated at the time the appoint- 
ment was originallj' sanctioned that the work would be so intricate as it was. 

3Ir. Neogy. — But when did it strike you that the period would have to be 
exceeded ? 

Mr. Williams. — I suppose about six weeks before the original period 
e.xpired. 

Mr. Neogy. — Then w’hat was the difficulty in your way in going up for a 
separate sanction altogether 1 

tSir Frederic Gaunllett. — Going up before whom ? 

Mr. Neogy. — Going up to the Standing Finance Committee certainly 
in any case and to the Assembly if necessary. 

Mr. Williams. — I have not the papers with me at the moment, but I 
imagine an application was made in the ordinary way to the Finance Depart- 
ment ; it mu.st have been. Certainly the Finance Department was addressed 
before the officer was permitted to continue on duty. I caimot tell you off- 
hand what period of the year it was but the Committee meets only twice a year. 

Mr. Neogy. — But the excess represents one full year. 

Mr. Shervani. — You could have had two opportunities. 

M r. Williams. — I was not here at the time but I am almost certain that that 
officer was not there for 18 months udthout sanction being obtained. 

Mr, Neogy. — In any case Es. 16,000 is the amount in excess. What was 
the rate at which that officer was being paid per month ? 

Mr. Williams. — ^Hc was not a Government servant before. His pay would 
not have exceeded Rs. 1,500 a month. 

Mr. Neogy. — ^^Vas it ever placed before the Standing Finance Committee f 

Mr. Williams. — I am afraid I cannot tell you off-hand. If I had had some 
notice of it I could have informed you. I was not here myself. 



206 


Sir Frederic Gauntlelt . — Looldng nt the figures I can gxiess that the pay of 
the officer was Es..2,000 a month, that he -eras employed for four months of this 
3 'car 1927-28 under the previous specific sanction and then he continued for 
ciglit months more. One point docs emerge if he continued for eight months 
more, then he must have been actually employed when the Standing Knance 
Committee was on and the question that arises is whether under those circum' 
stances it is desirable that the matter should again go before the Standing 
Finance Committee. I do not know if there is any understanding on that point. 

^fr. Burdon . — Ordinarily it would go before the Standing Finance Com- 
mittee ; there would be no question about that. Things are only withheld from 
the Standing Finance Committee under a convention which has been arrived at 
with the Standing Finance Committee and in no other circiunstances, 

Mr. Williams. — 1 can only suppose that, at the time that the appointment 
was proposed to be extended there was no sitting of the Standing Finance 
Committee for some time. 

At this stage hlr. Burdon promised to look into the papers and let 
Mr. Neogy know the result. 
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Svzdence taken at tlie eleventh meeting of the Public 
Accounts Committee held on Wednesday, the 21st 
August 1929 at 11 a.ni. 


Present ; 


(1) The Hon’ble Sir George Schuster, Chairman. 

(2) hlr. T. A. K. Sheevani, 

(3) Mr. B. Das, 

(4) Mr. S. C. Mitra, 

(5) Kmnar Ganganand Sinha, 

(6) MauM Abdul Matin Chaudhury, 

(7) Mr. E. 0. Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Mr. K. C. Boy, 

(10) Lieutenant-Colonel H. A. J. Gidney, 

(11) Sir Frederic Gauntlett, Auditor General, 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary, 

(13) Mr. J. E. C. Jukes, Controller of Civil Accounts, 

(14) Mr. 0. A. Travers, Accountant General, Central 
Revenues, 

(15) hir, A. C. Badenoch, Director of Commercial Audit, 

(16) Mr. T. K. Raj agop ALAN, Officer on Special Duty, 

(17) !Mr. B. Nehru, Deputy Auditor General, 

Mr. C, W. Gwynne, Joint Secretary, Home Department,*) 

hlr. S. N. Roy, Deputy Secretary, Home Department, ^ Witnesses. 

Mr. Bishen Sarub, Delhi Administration, J 

645. Chairman. — ^There are three items in Appendix II of the Appendices. 
They are items 19, 20 and 21. Could you explain them ? 

Mr. S. N. Roy . — ^AU questions regarding Grant No. 78 will be answered 
by Mr. Gwynne who will come after me. 

Grant 27. — Staff, Eczisehold and Allowances of the Governor General. 

646. Chairman. — ^In the Auditor General’s letter, paragraph 33, 1 find this 
“ As regards excess provision for leave salary I await with interest the final 
orders of the Finance Department mentioned in the closing sentence of para- 
graph 29 of the Report”. Have you got anything to say on that Mr. Burdon ? 

Mr. Burdon. — This is simply a question of arriving at a lump cut based 
upon actual experience and later on with careful checking on the part of 
accounts officers we hope to arrive at an accurate estimate of the lump cut 
which has to be made. 

Chairman. — ^What about the final orders of the Finance Department ? 

Mr. Bu don. — Those are the orders which have been issued. It is a matter 
which remains constantly imder the consideration of the Finance Department. 
When we issue instructions to Accounts Officers, we propose to show them 
what the original provision was and what the lump cut made was. This sys- 
tem was only introduced for the first time in 1927-28. When we get that 
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supplemented by tbe actuals— we shall receive a report for every year— we 
will issue fmrtber instructions form time to time, as they are found necessary. 

647. Mr. Das.— I want an explanation of G2 on page 128— Other Charges. 
What are the other charges in connection with tour expenses ? 

Mr. S. N Roy . — I am afraid I do not know. 

Sir Frederic Gauntletl.—li is fairly clear that the expenditure under that 
head covers items other than the haulage of saloons and special trains and 
Government steamers, for example, payments to coolies and so on. 

Mr. Maintenance and repair of camp equipment is a big 

item. 

648. Maidvi Mohammad Yahub. — There is another case of over-budget- 
ing on postage and telegrams on page 127. 

Sir Frederic Gauntlett. — I presume that the Private and Military Secre- 
taries thought that a good many telegrams were being sent on matters which 
could easily be dealt with by means of letters. 

Chairman. — It is rather an item on which we should congratulate those 
concerned, 

Maidvi Mohammad Yahxih. — If it deserves congratulation, let us congra- 
tulate. 

Mr. Rajagopalan. — Es. 21,000 was surrendered. 

649. Mr. Mitra. — I find that item (D) on page 127 is unaudited. 

Sir Frederic Gauntlett. — This is a special arrangement made by the Secre- 
tary of State. This is a particular sum placed at the disposal of His Excellency 
the Viceroy for expenditure on particular matters on the condition that I 
apply no audit whatever to that expenditure. There are statutory rules to 
the effect that I am not to audit the expenditure under those two particular 
heads. 

Chairman. — It is really like the salary and sumptuary allowance. 

Sir Frederic Gauntlett. — There is a definite contract. 

650. Mr. Roy. — There is a supplementary amount of Ks. 1,000. If it 
is a fixed grant, how can there be a supplementary sum ? 

Sir Frederic Gauntlett. — That means that it must have been sanctioned 
by the Secretary of State himself. 

651 . Kumar Ganganand Sinha. — ^Is it not audited by the Home Auditor ? 

Sir Frederic Gauntlett. — No. 

652. Mr. Roy. — Do I understand all these items were examined only a 
few years ago by an expert officer who was deputed to do it — ^Mr, Datta 
Gupta ? 

Sir Frederic Gauntlett. — I am not sure whether Mr. Datta Gupta under- 
took that particular work But these allowances to the Viceroy, the Com- 
mander-in-Chief and the Governors, have been subjected to the examination 
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of Committees and have been scrutinised by special officers from time to time 
for the last 35 years that I have been here. 

' Mr. Roy. — ^The last was by Mr. Datta Gupta. 

653. Kumar Ganganand Sinha. — What is the point about not having 
them audited 1 

Sir Frederic Gauntlett. — I presume it is because it is a type of expenditure 
to which it is very difficult to apply any audit. 

Chairman. — It is analogous really to his salary or to his sumptuary 
allowance. It is really part of the grant on which the Viceroy carries on his 
office. 

651. Mr. Roy. — Is any officer of the Governor General’s household re- 
quired to certify that this particular amount has been spent ? 

Sir Frederic Gauntlett. — As far as I Icnow, we obtain no direct certificate. 
We receive bills without vouchers. 

Mr. RajagojJalan. — The Bills are passed by the Pay and Accounts Officer 
and no details are furnished. I believe it is difficult to draw the line where 
expenditure from contract allovunce ends and where expenditure from sump- 
tuary allowance begins. The amounts are paid to the private account of His 
Excellency and I believe on more than one occasion the amounts actually 
spent were much than the sums received. 

655. Mr. Roy. — Who passes the orders for payment of bills ? The 
Military Secretary to the Viceroy. 

Mr. Rajago 2 )alan . — The Military Secretary is allowed an imprest. H©' 
draws cheques and then sends a monthly account to the Pay and Accounts. 
Officer with vouchers, but without vouchers in this particular case. 

Mr. Roy. — You replenish his treasury again ? 

Mr. Rajagopalan. — Yes ; his imprest is replenished. 

Mr. Roy — The Military Secretary is directly responsible for the expen- 
diture ? 

Mr. Rajagopalan. — He sends monthly accounts to the Pay and Accounts 
Officer who checks them ; and then there is a super audit on behalf of the 
Accountant General. The who’e account is audited except these items. 
The Military Secretary draws the cheque himself and sends up an account ot 
all his drawings. 

Mr. Roy. — ^And then you replenish it 1 

Mr. Rajagopalan. — There is no replenishing. He draws the money from 
the Treasury direct. He himself issues cheques. He presents the cheque 
and draws the money. 

3Ir. Roy. — No other person than the Military Secretary can draw I 

Mr. Rajagopalan. — ^No. 

Chairman. — Sir Frederic Gauntlett has called our attention to the fact 
that there have been period'eal investigations into these allowances and they 
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are really fixed at what after investigation is considered a fair and reasonable 
amount. It is possible that there might be a little saving in one year which is 
spent the next year. For instance, take carriage horses. They might buy all 
their carriage horses in one year, as they did as a matter of fact last year when 
they replaced all the carriage horses. You might get heavy expenditure in 
one year and much less next year, I think it would be going rather far to ask 
for a certificate that the exact amount drawn has been spent each year. . You 
have got to be satisfied with these periodical investigations where the amounts 
are examined. 

Ml'. Roy. — ^During one of these periodical investigations cigarettes Avere 
counted and I heard that there Avere great protests from the Viceregal Lodge 
about the counting of these cigarettes. (Laughter). 

Sir Frederic GmintJett. — I understand that the last enquiry was under- 
taken by 3 Members of the Executive Council. 

Mr. Jukes. — I made the enquiry but the orders were passed by the 3 
Members. 

Chairman. — I think Ave may take it that this is not a subject for special 
comment. May Ave then pass on to Paragraph 34 of the Auditor General’s letter* 

Grant 28 — Executive Council. 

656 Chairman. — ^‘Page 130. The saving on the voted grant Avas mainly 
due to the supplementary grant of Rs. 23,000 under sub-head C. Tour Ex- 
penses, which was obtained in March 1928 and Avas not ultimately required. 
The neAv system of evaluation Avill, it is hoped, preA'ent miscalculations of this 
kind in future.” 

Mr. Das. — You obtained a supplementary grant in March, Avhen all the 
Executive Coimcillors AA-^ere busily engaged, in the Council here. 

Mr. S. N. Roy. — It Avas asked for on the report of the Pay and Accounts 
Officer aaLo intimated to us in February that the grant Avas likely to be exceeded 
by about Rs. 21,000. He calculated on the past 8 months’ acLtals. Of course 
we have no basis on AAdiich to judge this and aa’-c took the Pay and Accounts 
Officer’s report as correct and asked for a supplementary grant. 

Mr. Das. — ^For 2| months the Councillors Avill be busy at Delhi and there 
Avould be no tour. 

Chairman. — That Avoidd have gn'^en you a bit of experience as to the re- 
liability of the Pay and Accounts Officer’s anticipation. 

Mr. S. N. Roy. — On the other hand, -if aa’^c do not take his report and we act 
on our own estimate and we find that it ialls short, we will be in a difficulty. 

Mr. Rajagopalan . — ^From 1928 the Pay and Accounts Officer has introduced 
a new method by which he gets copies of the tour programmes and evaluates 
them ; he has thus got a much better system now than AA’^as in vogue preAUously 

Mr. S. N. Roy. — This is done every quarter now. That came into force 
only in 1928-29. 

Mr. Rajagopalan. — That system vdll improve matters for the future. 

Chairman. — ^And therefore, we have CA’-ery reason to hope that this aatII not 
occur again. 
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Geant 31 — Home Department. 

Chairman. — The next paragraph in the Auditor General’s letter refers to 
Grant No. 31— ^age 134 — Home Department — note A, 1 — non-Amted. I 
think the explanation has already been given. 

657. Mr. Neogy. — Page 134. Might I refer to C-3 ? There is an excess 
here said to be “ mainly due to unforeseen charges in connection Avith publicity 
work ”. IVliat were these unforeseen charges ? 

Mr. S. N. Roy. — The Statutory Commission came out that year and the 
Viceroy’s speech in the Assembly Avas broadcasted. That was one of the items. 
It was sent out to all the proAunces. Copies of it were printed and so on. That 
accounted for something like over Es. 2,000. The rest was due to various 
causes. Es. 1,000 was on account of an adA’^ance which was given to meet the 
expenditure for the move irom Delhi to Simla. There Avas another item of 
Es. 1,135 on the same account. These v'ere debited by the Pay and Accounts 
Officer to this year’s budget. The Director of Information thought that they 
woud be debited to the folloAving year’s budget, but they were debited to the 
Budget of 1927-28 and there was no proAusion for it. Now the matter has been 
put right. The matter Avas taken up by the Pay and Accounts Officer and in 
future I do not think that this is likely to recur. Any advance given will be de- 
bited to the accounts of the year in Avhich it is given. There is also an item of 
Es. 1,205 on account of the cost of Debates of the Assembly and the Coimcil of 
State. Although imder other charges ” there is a grant for books and pub- 
lications, apparently some of it was reappropriated to meet the extra cost of 
publicity because at that time no bills had come in for these from the press. 
They should not have overlooked that, but I gather that up to that time, the 
matter Avas in some confusion. The press did not send in their bills in proper 
time. That has been rectified noAA^ 

658. Mr. Roy. — Axe you satisfied that these things could not be foreseen ? 

Mr. S. N. Roy. — I am not very satifised about the advance. That should 
haA’’e been noticed. But on the whole I do not think that the Department can 
be held responsible for the item of cost of debates of the Assembly, and also for 
Es. 1,215 on account of the cost of passages for Mrs. Coatman and her son. 
They had to go aAva}’’ suddenly and no provision had been made for their pas- 
sages. The)’’ had to go aAvay and the cost had to be paid. 

659. Mr. Mitra. — Does this publicity work mean work in India or out- 
side ? 

Mr. S. V. Roy. — Mainly Avork in India. Sometimes it may be necessary 
to do some publicity Avork outside. The only j>ublioity that is done outside is 
to send out fuller reports of the speeches of Members of the Assembly. 

Mr. Mitra. — ^No other publicity ? 

Mr. S. N. Roy. — Not that I am aAvare of. 

3Ir. Mitra. — Can you tell us the amount spent outside ? 

Mr. S. N. Roy. — I am afraid I haA’e not got that. I may mention that the 
other charges, as the Demands for Grants Avill show, include Es. 25,000 for pub- 
licity work and there is an item of Es. 20,100 under the head “ Miscellaneous 
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662. Mr. Das. — I have got some questions to ask about the Central In- 
telligence Bm’eau. “ D. 1. Due to pay of officer on special duty not provided 
for in the original estunate.” 

Mr. 8. N. Roy. — ^You are referring to the excess of Rs. 19,359 1 That 
was due to the fact that owing to certain unforeseen circumstances we had to 
appoint an Intelligence’ Officer in China. This appointment was made in 
February 1927, too late to be included in the Budget. It had to be done in 
very great hurry, and that accounts really for the whole of that excess. 

663. 3Ir. Das. — Why did you not come in for a supplementary grant ? 

' ilfr. .8. N. Roy. — I think we should have come in for a supplementary 
■grant. It was not done because the attention of the Home Department was 
not drawn to it, and the thing was overlooked. 

8ir Frederic Gaunihit. — It could not form the subject of a supplementary 
demand in the Assembly because it is non-voted. 

Mr. Das. — But you should have gone to the Finance Department. 

ilfr. Rajagopalan. — The Finance Department must have sanctioned it. 
It has not been stated to be an uncovered excess. That means that it was cover- 
ed ]3y a reappropriation. 

664. 3Ir. Roy. — On what ground would you justify the appointment of 
an Intelligence Officer in China ? Why should the expenditure involved be 
borne by the Indian revenues ? 

3Ir. 8. N. Roy. — This is in India's interest. It is a large question of 
policy. It is rather difficult for me to deal with it in detail. 

665. 3Ir. Roy. — ^The cost of the Indian contingent to China was borne 
by the British Government. How do you therefore justify the cost of this 
appointment being borne by Indian revenues ? 

3Ir. 8. N. Roy. — In this way — I am merely putting it in a general way — 'We 
may, in connection noth political developments and political troubles in Indiaj 
find it necessary to keep a watch on propagandists and people like them who 
come in via Shanghai. As a matter of fact, that is the justification in the 
present case. 

ilfr. 'Roy. — In the interests of the safety and tranquillity of India ? 

Mr. 8. N. Roy. — ^Yes. 

3Ir. Roy. — It had nothing to- do vdth the Indian troops sent to China ? 

Mr. 8. N. Roy. — The Indian troops were sent to China just at that time. 
A lot of Pimjabi regiments and Sikh regiments went and a certain amount of 
propaganda was being done amongst the Sikhs by the communists, and the 
Intelligence Officer was very useful in that connection also. 

3Ir. Roy. — ^He would have been sent anyhow ? 

Mr. 8. N. Roy. — ^Yes. He is still there. I do not think he vdll be there 
permanently. We are examining the question again. 

666. 3Ir. Roy. — ^The real principle, if you will examine it, cannot be justi- 
fied. Supposing there are organisations in Germany, America and in all parts 



214 


of Europe against Indians at the present moment, would you be justified in 
Bending Policemen from India to these countries. I do not, however, wish 
to pursue this subject. 

Mr. Neogy. — In what other comitries do you actually maintain such 
ofBcers ? 

Mr. S. N. Roy. — At the present moment, we do not maintain anywhere 

else. 

667. Colonel Gidney. — Sir Frederic , do you consider that this item should 
not be borne by the Home Department but by the Pobtical Department. 

Sir Fredenc Gmntlett. — The answer to Colonel Gidney’s question is that 
that is governed by the fundamental rule of classification, viz., that the classi- 
fication is to be determined by the department within which the work is being 
undertaken. 

668 . Mr. Roy. — Page 134 D. 5. Can you account for these savings ? 

Mr. S. N. Roy. — That is quite simple. We tiy as far as we can to economise 
under Secret Service Contingencies. We were successful in the year 1927- 
28, but in some 3 '’ears we have even exceeded the grant. 

669. Mr. Roy. — Do I understand that 3 mur Secret Service was less active 
this year ? 

Mr. S. N. Roy. — ^That is not so. Political conditions did not necessitate 
the expenditure that would have been required otherwise. 

670. Kwmtr Ganganand Sinha. — On what basis do 3 'ou estimate the 
Secret Service expenditure ? 

Mr. S. N. Roy.~\\e base it on past figures ; we take the average of the 
past three 3 ’'ears. 

671. Mr. Das. — 1 want to know who will certif}’’ this — will it be the Cri- 
minal Intelligence Department or one of the Secretaries ? 

Sir Frederic Gazmtkdf. — I hope a'ou have seen the orders of the Secretary 
of (State on the subject. 

Mr. Das. — But the 3 ’- will come into practice onlv from this 3 ^ 01 '. 

Mr. Roy. — The certificate is alwa 3 \s given b 3 ' the head of the Department. 
It may be either the Director General or the Secretary of the Home Depart- 
ment. 

Gkant 32 — Public Service Comnission. 

672. Chairman. — Para. 37 of the Auditor General’s letter. Page 136. Item 
B. I do not krrow if there is very much more to be said aborrt this. 

Mr. Rajagopalan . — It is being calculated on actual pa 3 " now. 

Geaxt 72 — Miscellaneous. 

673. Sir Frederic Gauntlett. — Page 421 . Item D 8 (5). At the bottom oi 
the page you rvill see that the excess to the extent of Es. 32,619 remamed irn“ 
covered. That is the comment to which I have drawn attention. 
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Mr. S. N. Roy. — I am only concerned with the Indian Statutory Com- 
mission. The difficulty about it was that they came out in November and we 
did not know exactly what tkeir programme was going to be. Considerable 
amount of touring was done and the Home Department did not possess infor- 
mation on which to make any accurate calculation. 

Mr. SImvani. — But you had a supplementary grant in March. 

Mr. S. N. Roy. — ^At that stage it was rather difficult to say. It was 
estimated in such a hurry that we could not arrive at an accurate figure. 

Sir Frederic Gauntlett.--Mx. Roy, would you agree that probably one of 
the main reasons was that the Statutory Commission were unable to estimate 
with any accm'acy the cost of their special trains. 

Mr. S. N. Roy. — We have had that difficulty throughout with the Statutory 
Commission. We could not tell what the cost of the special trains was going 
to be. The estimate of the railway authorities came in too late. 

Grant 76. — Delhi. 

Sir Frederic Gauntlett. — ^Paragraph 64 of the Auditor General’s letter. 
I might simply state that I have given those details so that the persons res- 
ponsible for framing the next budget shall see that that class of expenditure is 
provided for under the correct head. It is a guide for the improvement of the 
future budgets. 

674. G//am«an.— Sub-head (B) (3) page 497. “ All the variations seem 

to indicate defective budgeting.” 

Sir Frederic Gauntlett. — The comment is based on the last six words 
'‘there was sufficient opium in stock.” 

Chairman. — Is it the concern of the Home Dej)artment ? 

Mr. S. N. Roy. — It is the concern of the Delhi Administration and a re- 
presentative of that administration is with me to answer these questions. 

31r. Bishen Sar^jp. — We generally follow the prescribed standard of 
budgeting, «.<’..wben budgeting for the year we take the last six months expen- 
diture. 

Mr. Slienani. — lYould you not take stock into consideration also ? 
Suppose no people take opium at all, would you provide for that still ? 

ilfr. Bishen Snrup. — I cannot say anything about it. 

Mr. SJiervani. — Do you take into consideration the stock of the previous 
year or not ? 

Mr. Bishen Sarup.- — Yes we do. 

. 676. 3Ir. Roy. — Do you get any financial advice in the framing of your 
budget ? 

Mr. S. N. Roy. — There is now a special officer deputed for this work. 

Mr. Bishen Sarup, — The budget is prepared by the Deputy Commissioner 
with the advice of the Pay and Accounts Officer. 
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Mr. Roy. — ^Delhi has taken more than anybody else nnder every head. 
What is the object of framing a budget like this ? 

Mr. Rajagopalan. — The Pay and Accounts Officer can only give advice. 
Speaking generally, the Pay and Accounts Officer can only suggest lump 
cuts but the administrative department may and often do simply ignore 
them — especially the departments served by the Pay and Accounts Officer, 
Secretariat. 

Mr. Roy. — As a very experienced officer, do 3’'ou agree that the budget 
of the Delhi Province required thorough overhauling ? 

Mr. Rajagopalan. — I wmdd only say that if Pay and Accounts Officers 
could have an access to the superior authorities in the matter of enforcing 
lump cuts possibl}' that might imjirove matters. 

When they framed the budget for 1927-28, did tliey consult the Pay 
and Accounts Officer ? 

Mr. Rajagopalan. — Yes, his advice was taken but it Avas confined to the 
fixed charges. The fluctuating items are estiniated for by the departmental 
officers themselves. If lump cuts in the Avhole demand can be suggested by 
the Pay and Accounts Officer for the consideration of the Government of India, 
things would certainly improve. 

676. Chairman. — Sir Frederic, would you say that the Delhi adminis- 
tration particularly stands out in this respect ? 

Sir Frederic Gannilett. — The excess is about 31 per cent, which is consi- 
derably under the average. At the same time, I think Mr. Boy’s statement 
is quite justified with regard to the medical account. It is clear from the 
statement at the bottom of page 497 that as they found there was a saving 
under all these head.s, they made large lump grants to hospitals. That is 
desirable in itself biit it ought to have been proAuded for in the budget. It 
does give me the impression tliat there might have been an excess proAn’sion 
under each of those headings and probablj’^ the Pay and Accounts Officer 
suggested some cuts but they were not accepted by the administrative 
department. I think it does leave the impression that there is slightly too 
much provided under every head. Tliey use that amount to make grants 
which are not provided for in the budget. 

Mr. Rajagopalan. — The Auditor General has in his paragraph 62 appre- 
ciated the control of expenditure in Delhi. 

677. Mr. Roy. — Is it ]iossible that your Audit Officer and the executive 
officers of Government should have a preliminar}’’ consultation before sending 
in the budget ? 

Sir Frederic Gaunilett. — But control of expenditure is quite different 
from budgeting. The Pay and Accounts Officers are not under me ; they 
are under Mr. Kajagopalan. That is why he is answering these questions. 

Mr. Rajagopalan. — It all depends on ivh ether this Committee is anxious 
to make any suggestions with regard to the instructions of the Finance 
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Department wliich were issued in 1921 under which the Accounts Officers are 
responsible only with regard to fixed charges. As regards the fluctuating 
charges, the Accounts Officers have no responsibility except to suggest cuts, 
through the budget notes when they send such notes. 

Chairman. — This is a very important point. I would like to hear Mr. 
Burdon on the subject. We are dealing with the whole question of the 
position of the Pay and Accounts Officer. Has he a power to enforce his 
recommendations for lump cuts on the head of the department preparing 
the budget. Mr. Eajagopalan says that such instructions for the preparation 
of the budget were provided by the Finance Department in 1921, viz., 
the Pay and Accounts Officer was responsible for preparing the figures for 
fijced charges but as regards fluctuating charges he may recommend a lump cut 
but has no authority to insist on that lump cut being accepted by the head 
of the department. Mr. Eajagopalan has suggested that it might be time 
to consider some amendment of the instructions which were issued in 1921. 

Mr. Burdon. — I am not altogether familiar with what has happened. 
But when the budget comes up from the administrative authority, it is by no 
means the final stage. It has got to come up to be incorporated here in the 
general budget of the Government of India. If the Budget Officer of the 
Finance Department makes a lump cut, nothing further is said about it ; 
that is the end of it. 

• Sir Frederic Gaicntleti . — The question is — what is the best method 
of the preparation of a budget for a particular area such as Delhi in which 
there is a Pay and Accounts Officer working. Mr. Eoy has suggested that 
possibly there might be better results if there were more informal discussions 
between the head of the area who is responsible for the preparation of the 
budget and the Pay and Accounts officer even in respect of those fluctuating 
charges in respect of which the Pay and Accounts Officer at present has no 
responsibility. 

3Ir. Burdon . — I would be very much surprised if the administrative 
officers do not have this informal consultation with the Pay and Accounts 
Officer. I do not see how they can feel any amount of certainty. In the old 
days the Local Governments used to pay great attention to the advice of the 
Accountant General. 

Sir Frederic Gauntleit. — Mr. Eajagopalan has suggested that in his opinion 
it is possible to improve the method of the initial preparation of the budget 
within an area such as Delhi and if he has that impression I would suggest 
that it might be desirable that there might be a discussion within the 
Finance Department (he is an officer of the Finance Department) as to the 
lines that he might suggest for an improvement of the present position. 

3dr. Burdon . — I cannot see any reason wffiy the same arrangement as 
existed before the Eeforms should not exist even at the present moment, 
viz., the Pay and Accounts Officers and the heads of the administration should 
consult each other. Eventually a certain figure ought to be sent up by the 
head of the administration. If there is a diflerence of opinion, it shall be 
reviewed by the Finance Department when the budget comes up for scrutiny 



218 


Mr. Rajagopalan. — This is not the case at present bnt it could be arrang- 
ed. 

31r. Bitrdon. — If this arrangement is come to, it will be exactly as it was 
before the Reforms. In that case the opinion of tie Pay and Accounts Officer 
will not be stifled. 

Sir Frederic Gauntleii. — I think this discussion would be more profitable 
within the Finance Department. 

Chairman.—We haA^e got sufficient material and we might make a reference 
to it in our report. 

678. Chairman. — Page 502. Snh-head D. The explanation of the excess 
imder this head seems to suggest that some of the liabilities which ought to 
have been known were lost sight of. 

3Ir. S. N. Roy. — It was difficult in that particular case to estimate the 
liabilities because the number of pupils sent to the Phillaiu School depends 
on the number of vacancies. More people were sent for training. The debit is 
raised by the Accountant General, Punjab, and he raised it after the close 
of the year. 

Sir Frederic Gauntleii. — My point is entirely correct. Those people had 
actually gone to the Phillaur Training School and the Local Administration 
must have known that they would have to be paid for. It is not for the Local 
Administration to wait until the debit is passed on. It is for them to pro^^de 
the amount and to know that it must come. 

Mr. Bishen Sarup. — The Accountant General, Punjab, was addressed on 
the subject by the Pay and Accounts Officer in his letter dated the 4th Janu- 
ary 1928. He was also reminded several times for a reply but reply was not 
received till after the close of the year. 

Sir Frederic Gauntleii. — I still .submit that my critici.sm is not answered 
at all. The amount was not provided by re-appropriation and you did not even 
make an attempt to prepare an estimate of the amount that will have to be 
paid. 

Chairman. — IVe can only agree with the Auditor General on that point. 

679. Chairman. — How we pass on to page 509. That is really analogous 
to the point which the Auditor General made at the beginning of this paragraph. 

Sir Frederic Gauntletl. — It is someAvhat different. For instance, I cannot 
understand why you should ask for a’ supplementary grant under head H-1, 
when the expenditure is going to be incurred under head G.G. 

Chairman. — It is Avorse in the case of supplementary grants than in the 
case of original grants. 

Sir Frederic Gauntleii. — You know the appropriate head under which 
the expenditure has to be incurred and yet you ask rmder another head. 

Mr. Bishen Sarup. — There are some miscellaneous grants which have 
to be made in the course of the year and we do not know exactly under what 
particular head the expenditure Avill fall. We provided under the general 
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head ‘ Contributions/ in cases where we did not know the object of the grant. 
When we Imow the object of a particular grant, then we provide for it under 
the particular head. If we know that a grant is to be made for gardening 
operations, then we provide under ‘ agriculture.’ But in the case of grants 
which are not foreseen and which we have to re-appropriate from other funds, 
we cannot budget xmder the appropriate head. This particular case refers to 
electric lighting in the western extensions. It was decided in the course of the 
year that Es. 25,000 were necessary and we took Rs. 10,000 from the general 
head ‘ contribution ’ and Rs. 15,000 were promised by the Government of 
India as supplementary grant. 

Chairman. — When you come to ask for a supplementary grant, you know 
what it is required for. The point of the remark is that apparently the sup- 
plementary grant was asked for under a head different to that under which 
the expenditure was ultimately incurred. 

Mr. Bislien Sarup. — It is for every department to provide the amoxint 
under the accurate heading. We are doing that now. 

Chairman. — I suppose in this particular case the supplementary grant was 
asked for under quite a general head and then applied to a specific head. 

Sir Frederic Gauntlett. — If j'ou look at the explanation for H-1 on-the 
following page, that is, “supplementary grant of Rs. 15,000 on account of 
electric light in western extensions, Delhi,” there is no question of its coming 
under the ‘ Miscellaneous Grant.’ It must come under ‘ civil works.’ 

Chairman. — I do not think the explanation given by the witness is quite 
convincing in that case. 

Sir Frederic Gurmildi. — It is a small matter, but the principle seems to 
be quite clear. 

Chairman. — Again we must agree with your comments, Sir Frederic 
and just record that fact. 

680. Mr. Fas. — I wish to refer to page 503, under the head D-2, bxiilding 
and other non-recurring grants, the estimated grants were not awarded in 
full. May I Iviiow the reason why ? 

Mr. Bishen Sarup. — These grants were made to different institutions and 
they are required to contribute from their own funds about half the expendi- 
ture required. Due to the paucity of binds at the disposal of the manage- 
ment, they were unable to apply in full for the giants. They did not aj>ply 
because they could not manage their share of the funds. A lump provision of 
Rs. 50.000 was made in the budget, but none of the schools which originally 
applied came forward with applications for grants. But other schools 
applied for building grants and they were awarded Rs. 5,000 each. Simi- 
larly Rs. 10,000 were given on account of equipment and furniture. 

Chairman. — The point really is that schools that gave notice that they" 
were going to apply for grants did not apply for grants because the}’’ could 
not put up their share, but certain other schools that did not give notice did 
come in and they were paid. 

Mr. Roy.~ From your statement it is evident that they did not come up 
for grant. 
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Mr. Bishen Sarup. — They gave notice to the Superintendent of Educa- 
tion who prepared the budget and who was responsible for the budget, but 
they did not ultimately come in at the time when the grants were about to be 
.distributed. , 

ilfr. Roy. — So you budgeted in anticipation. > 

Mr. BisJieii Sarup. — Yes. 

Maulvi Abdul Matin Gliaudhury. — ^Last year also, there was a saving 
of Es. 60,000 and the very same explanation was given last year too. , 

Sir Frederic Gavntlett. — That explanation will always be given, if it is a 
fact. , 

Chairman. — Possibly it is one of those cases where the lump sum budg'et- 
.ed is based on average experience. - > i ‘ , 

Sir Frederic GaunileU. — I think there is always-that tendency. 

Chai-'man.— I think that should be taken into account in future. 

681. Mr. Das. — With reference to the amount shown under D-Agri- 
culture, page 509, 1 should like to know how much of the expenditure is spent 
in the agriculture of the Delhi City and how much on Delhi province. How 
much was spent on horticulture and how much on agriculture proper ? 

Mr. Roy. — We w'ant separation of urban and rmnl areas. ' 

Mr. Das. — If all the money is spent on Delhi City, then the pro\nnce will 
Bufier. 

Mr. Bishen Sarup. — This sum represents the grant which is ))aid to the 
Municipal Committee, Delhi on account of the gardens that have been taken 
over from the control of the Municipal Committee. These gardens as well as 
the nazul lands were under the control of the ilunicipal Connnittee. For 
the last two years Ave have taken over all the nazul properties from the control 
of the Municipal Committee and also the gardens and to compensate them for 
the loss of income, we give them a consolidated grant of Es. 1 7.900 for gardens 
and Bs. 25,000 for development and so on. That arrangement was sanctioned 
by the Government of India for iiAm years and after that, the provision will be 
revieAved. All these gardens refer to the State gardens. 

Mr. Neoyy. — So this head ‘ agriculture ’ has nothing to do with agriculture 
proper in the rural areas ? 

Mr. Bishen Sarup. — No, it has nothing to do. 

Mr. Roy. — Are these gardens maintained by Govornment ? If so. is it 
not an unusual thing to do ? 

Mr. Bishen Sarup. — That is an administrative question. 

Mr. Das. — I should only suggest that such expenditure should be shown 
under ‘ gardens ’ instead of under ‘ agriculture ’ w'hich is quite misleading. 

Chairman. — It should be shown as ‘ horticulture ’ instead of ‘ agriculture 

682. Mr. Roy.— At qAage 497, under Account V, sub-head A-2, it is said : 
the saving is mainly due to less expenditure on account of additional police, 
as the Avhole of the increased strength could not be recruited.’ 
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y May I .know the reasons why they were not recruited ? 

Mr. S. N. Soy. — The reason for that was the difficulty of training them. 
■The Chief Commissioner found some difficulty in getting men to train these 
people, so that they were trained in batches and the same set of instructors 
were made to train subsequent batches after the first batch was sent away. 

Mr. Roy. — So, the explanation given to the Auditor General is not quite 

correct. 

1 , 

Mr. S. N. Roy. — ^j\Ien could not be recruited because they could not be 
trained. The effect of this is, they could not be recruited and the reasons for 
that is they could not be trained. 

683. Mr. Roy. — Is the recruitment confined to the Delhi province gene- 
rally ? 

3Ir. BisJien Sarup. — ^Mostly they are retired military pensioners. 

Mr. Roy. — Not necessarily belonging to the Delhi province ? 

Mr. Bishen Sarup. — No, not necessarily. 

Mr. Roy. — Has tliere been an increase in crime ? 

Mr, S, N. Roy. — I have seen some complaints. 

Mr. Bishen Sarup. — ^^A^e are dealing with 1927-28 and at that time, here 
.were not many complaints. 

Mr. S. N. Roy. — Crime is I beheve now on the increase. 

Maulvi Mohammad Yakub. — ^Do you recniit retired military men ? 

Mr. S. N. Roy. — For training the police. 

Grants 78 — Andamans and Nicobar Islands. 

^ 684. Chairman. — Now, we come to paragraph 66 of the Auditor General’s 

letter. Page 529, sub-head 5. “ The Public Accounts Committee may like 
to enquire why these large recoveries could not be foreseen.” 

Mr. Gwyiine. — The Chief Commissioner says, the total receipts, cash and 
book adju tments ,were Ks. 3,36,167 as against a provision of Es. 5,52,000 in the 
sanctioned budget. The receipts obtained depend largely upon the number 
of passengers travelling and the amount of cargo shipped from Port Blair and 
Indian ports. Very often the ships have to run with little cargo on return 
voyages. 

Chairman. — ^Are your comments then quite correct, Sir Frederic ? 

Sir Frederic Gauntlett. — The comment really applies to 1 — 5. 

Chairman. — ^There was a large deficit in the estimated revenue of the forest 
department. Are you getting more accurate estimates since then I 

Mr. Gmynne. — ^About forests, it is really very difficult to have accurate 
estimates. 

; Chai man. — The forest department is working on a regular programme ? 

‘ . 3Ir. G^vynne. — Yes. 
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Chairman. — Then, it oiight to be possible to estimate accurate !7 what they 
nre going to pay ? 

Mr. Chmjnne . — It depends on the amount of timber they are able to export 
for sale. 

Mr. Roy . — ^Is the ‘ forest ’ imder the control of the Inspector General of 
Forests ? 

Mr. Ghvynne . — ^Under the control of the Department of Education, Health 
and Lands. 

Mr. Roy . — ^Do they settle their work and plan their estimates without any 
financial advice ? 

Mr. Givynne. — That, I do not know. But I imagine they get some financial 
advice. 

Mr. Roy. — Then, has the forest department no financial adviser ? 

Mr. Gwynne . — I do not know about that. The point has been enquired 
into in the iGidamans. In the Andamans, there are many commercial under- 
takings and Mr. George an officer of the accounts department has recently 
submitted a report to the Auditor General. It has not yet been submitted to 
the Home Department. 

685. Chairman . — I would suggest that we should have some sort of annexe 
to this ordinary report dealing specially with commercial undertakings 
and then it would be very useful. We would like to have something 
of the worldng of the Andamans Islands, Forest branch. We were asked for a 
good deal of mone 5 \ Lately that has been before the Standing Finance 
Committee. There has been a great deal of expenditure in the Andamans and 
one of the first things that we would like to have is a general statement as re- 
gards these commercial imdertakings. 

ilfr. Badenoch . — In the Andamans, many more activities will probably 
have to be commercialised. There was not only the forest and the dockyards, 
but there was the baker)’- and the butchery in connection with the settlement. 
There are also two ships at present. In all these cases pro/o/7?«cr accounts were 
being sent in before to the Accountant General, Central Eevenues. It has 
not been possible to audit them. Actually there are accounts included in this 
report which were found to bo very inaccmate. About six months ago, an 
officer of my branch was sent there. He spent about three months there 
and submitted his report to the Auditor General. I have gone through 
the report and it will shortly go to the Government of India. Our 
general suggestions are that these accounts should be commercialised along 
the lines suggested by the reporting officer and not only that, but that my 
stafi should visit the Andamans every year and should go into these accounte 
and audit them before they are placed before the Public Accounts Committee. 
It is extremely important that this should be done. There are valuable 
forests and the Government of India make big sales not only in Calcutta but 
also in Europe. 

Sir Frederic Gauntlett . — I might add that hlr. George, the officer who has 
gone over there is one of our best officers. He spent considerable time with 
the forest officers there and explained to them how to keep commercial accounts. 
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Mr. Badenoch. — Tliey have not got enough staff at present. With a little 
extra staff, with a qualified assistant, they ought to be able to do things satis- 
factorily. 

686. Mr. Roy. — ^Has the Andamans been abandoned as a penal settle- 
ment ? 

Mr. Gwynne. — Yes, it has been abandoned. But there are still a consi- 
derable number of convicts there. Some members of the criminal tribes have 
been settled in the Andamans. 

687. Mr. Neogy. — Aie there any complications arising out of the fact that 
the islands are used as a penal settlement, which make the introduction 
of commercial accounts system difficult ? 

Atr. Givynne. — I do not think so. 

Air. Neogy. — All the undertakings of the Andamans should now be treated 
as on commercial footing ? 

Mr. Gwynne. — I think the Andamans would welcome it. 

Chairman. — As regards the forests, they really have nothing to do with 
the convict settlements ? 

Mr. Gwynne. — They are under the Chief Commissioner, and a good deal 
of labour is convict or quasi-convict labour. 

Air. Neogy. — That is why, I ask whether there are any complications 
arising out of that fact ? 

Sir Frederic Gamtlett. — As a matter of fact, that comes out quite clearly 
in the report. The problem of convict labour in the two islands makes radical 
differences in the results. In the one, it is convict labour and in .the other it is 
not. 

688. Colonel Gidney. — ^Are the Andamans islands still retained as a penal 
settlement because there is no jail accommodation in India ? 

ilfr. Gwynne. — The Andamans were abandoned as a penal settlement. 
The decision of the Secretary of State arrived at in 1921 still holds good. I do 
not think the question of accommodation in the jails in India had anything 
to do with it at all. The decision was taken purely on administrative grounds. 

Colonel Gidney. — Some persons are still retained there because there is no- 
sufficient jail accommodation in India ? 

Mr. Gtvynne. — Partly for that reason and partly in order to retain them 
in the Andamans as ultimately free settlers. Those who voluntarily wish to 
stay there — and there are a good many such belonging to Burma and Madras — 
are allowed to remain there as free settlers and their families are sent over 
from India. 

689. Colonel Gidney. — 'V\Tiat is your opinion, whether it is beneficial or not 
as a- policy to allow these people to settle there ? 

Mr. Gwynne.— My opinion is it is the only possible policy when the Anda- 
mans was abandoned as a penal settlement. 

Colonel Gidney . — ^Even with the stock that you have at present there ? 
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Mr. Gwynne. — Yes. 

Mr. Das. — If the settlement had been abandoned as a penal settlement, why 
should the loss incurred on the bakery and butchery be borne by the taxpayer ? 

3Ir. Givynne. — You must realise that the free population has increased 
very much since the days we abandoned the penal settlement. It is now 
4,000 or 5,000 whereas formerly it was not more than a few hundreds, 

690. Mr. Das. — Do the Government run this bakery and butchery and 
supplj'^ foodstuffs to the settlers ? 

Mr. Gwynne. — The bakery and the butchery provide not only the troops 
stationed in the settlement but also all the officials and settlers who wish to 
purchase. This is the only means of supply. 

691. ilfr. Das. — ^Do not the officials get an}’^ extra allowance for going to 
the Andamans ? 

3Ir. Gwynne. — Yes, they do get some extra allowance, ffiit not free rations. 

692. Colonel Gulney. — In the policy that you are now adopting in the 
Andamans, which are the type of people you are encouraging to settle there. 
I need hardl)'^ add that most of them are convicts and their propagating powers 
are very little. Is that really the policy that the Government are pm'suing, 
because you have no women there and those that are there arc of bad stock ? 

Mr. Roy. — Arc you talking of your scheme ? 

Colonel Gulney. — No. I am talking of the coim'ct settlement, 

Mr. Gwynne. — It does not follow that it is bad stock in the Andamans 
Many of the criminals there are not criminals in the ordinary sense of the term 
crime ’. They committed crimes through anger or jiassion. 

Mr. Das. — The former Home Member. Sir Alexander Jluddiman was 
of opinion that it was the best part on earth to live. 

Chairman. — I think we are touching rather on a big subject. We wil^ 
now go on with the other things. 

693. Maidi'i Mohammad YaJciib. — On page 529, there is a big excess of 
Bs. 96,480 under the head subsistence allowance — G and the explanation given 
is that this is due mainly to the grant of more self supporter tickets. I should 
like to know what all this means 1 

Mr. Givynne. — When a convict is allowed to become a self-supporter, he i& 
not under the discipline of the penal settlement. He lives practically as a free 
man on ticket of leave and instead of getting rations and hiek he is given a 
monthly allowance. 

Mauhi Mohammad Yahth. — Throughout his whole life ? 

Mr. Gwynne. — As long as he is there as a self-supporter. 

Maidvi Mohammad Yalcuh. — ^Even if he is a free man, he gets his 
monthly allowance 1 

Mr. Givynne. — ^As a self-supporter. It is in lieu of rations and fuel. 

Mauhi Mohammad Yakub. — -MTiat is this undue excess due to ? 

Mr. Gwynne. — Probably because a greater number of comdcts became self- 
supporters. 
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Maul'd Mohammad Yahuh. — The administration must have foreseen before 
the budget was prepared that so many people wonld become self-supporters ? 

, Mt. Gwynne. — They could perhaps have known. But discrepancies al- 
ways do occur. You will find under the head rations very great savings. 

Oliairman. — ^And other supplies too. 

Mr. Gwynne. — The policy is to make the convicts self-supporters as early 
as possible. 

Maul'd Mohammad Yahuh. — ^You discontinue ghung these free rations 
when they become self-supporters % 

Mr. Gwynne. — Yes, then they get a monthly subsistence allowance. Some 
run their own little farms. Some of them work in workshops, etc., and govern- 
ment offices, and some as servants. 

Mauld Mohammad Yakub. — StiU they get this free ticket allowance. 

Chair'man. — It is a very big difference and I tliink we ought to watch that 
item. 

Mr. Gwynne. — One should know the number of men who may become 
self-supporters because it is more or less automatic and might be calculated. 
But many of these discrepancies will disappear if we have a local Pay and 
Accounts Officer as we hope to have soon. 

694. Chairman. — ^Has the trading accoimt referred to in the Auditor 
General’s letter, paragraph 66 (c) been sent in for the information of the Public 
Accounts Committee ? 

Sir Frederic Gauntlett. — That has been sent in. 

695. Chairman. — In paragraph {d) the Auditor Geuei’al says ; ‘ In view 
of the persistent overbudgeting, the Public Accounts Committee may desire 
to urge that a drastic lump cut should be made from the provision under 
Account I — convict settlement charges’. 

Sir Frederic Gauntlett. — It shows the persistence of it. 

Chairman. — The point which Maulvi Blohammad Yalcub raised really 
relates to this item also. I take it that the Public Accounts Committee would 
agree with the Auditor General’s general recommendations in this paragraph. 
In sub-paragraph [ii), the attention of the Committee is invited to the remarks 
of the Accountant General in the closing sentence of this paragraph. 

Sir Frederic Gauntlett. — ‘ The Committee on Public Accounts have already 
recommended the institution of a local Pay and Accounts Office, and pending 
the decision of the Government on this recommendation, it was not considered 
desirable to introduce other changes in the existing system What I have 
said after that is reaUy out of date now. 

Mr. Gwynne. — An officer has already been sent to the Andamans to make 
enquiries about the system of accoimts and the possibilify of establishing a 
local Pay and Accounts Office there. 

• Chairman. — Anyway that is going to be carried out ? 

Mr. Gwynne. — I hope so. 

H62CPBPinD 
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696. Chairman. — Is there anything more in pages 546-547 ? 

ilfr. Chvynne. — The Chief Commissioner says th.at the two ships “ Maha- 
raja ” and “ Ahmedi ” perform administrative duties in the Nicobar Islands 
which do not bring in any adequate income. The carrying capacity of the 
steamers is not always fully utilised specially on return journeys, when there 
is often want of import cargo, there are delays in loading and unloading, poor 
labour, inadequate stevedoring facilities and reduction of freight rates. The 
ships are partly maintained for administrative purposes. They have to visit 
the various light-houses and take in.spccting officers to the Nicobars and the 
other Islands. 

697. Kumar Ganganand Sinha. — If you refer to page 547 you will find that 
the reference is to “ unaudited pro /or/HU accounts.” Is it a fact that the 
accounts are never audited ? 

Sir Frederic Gaunilcit. — What has been happening is that up to the present 
we have been attempting to jircparc pro forma accoxmts of the worlcings of 
these vessels from Delhi and we found il to be quite impossible. A proforma 
account has been prepared and we have nttcmj)ted to reconcile it with the 
actual Government account.s, and it has been found to be quite impracticable. 
It is for that reason mainly that Jlr, George has now finally recommended that 
the accounts .should be put on a commercial basis and that they should be 
audited on the .spot by i^lr. Badcnoch’s ofiicers going there once a year. lie 
made certain attem])ts to prepare pro forma accounts which might be capable 
of reconciliation at headquarters and eventually both he and Jlr. Badenocli 
agreed that that was not the proper .solution; that the proper solution was to 
recognise that there is much work of a commercial character in the Andamans, 
and that it will pay Government in the long run to send an officer over there 
once a year from the Commercial Audit Department to audit the accounts on 
the spot, 

696. Chairman. — Is there anytliing witli regard to the ca.‘-o in paragraph 4 
on page 547 ? 

Sir Frederic GmoUlcif. — This is a specific iiregularity of a seriou.s character 
in which there has been some laxity on the part of the audit office. 

Maxdvi Mohammad Yahih. — Don’t, you think that this long consideration 
of the steps to ])c taken against the people at fault takes away the elTect of the 
punishment ? Why is the matter under consideration for such a long tune ? 

Sir Frederic Gaxnideti. — It was under consideration at that time and now 
both the gazetted officer and the Buperinlondent of the audit office have been 
severely censined. As a matter of fact these two cases were under discussion 
for a long time. I know that the audit office took up the question of the dis- 
ciplinary action against these men as soon as the consideration of the actual case 
itself had been completed. 

Chairman. — At any rate action has been taken. The Auditor General 
has some comments in paragraph 81 (d) which refers to paragraphs 15 and 16 
of the Auditor of Home Accounts’ report. I think paragraph 16 concerns the 
Home Department ? 
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Sir Frederic Gauntlett. — This was' dealt with b}'' the Committee at some 
length last year or the year before. I do not knoAv Avhether they ■adsh to reopen 
the question ? 

(No question was asked by any member of the Committee.) 

699. Maulvi Abdul Matin Chaudhuri/. — ^With regard to the Appropriation 
Accounts I have to ask some questions. In paragraph 37 on page 20, we find 
that under “ Andamans and Nicobar Islands ” there was a supplementary 
grant of Rs. 25,700 although the expenditure was within the original granh 
Why Avas this supplementary grant asked for ? 

Mr, Givymie. — ^I can only say that it was a miscalculation. 

Sir Frederic Gauntlett. — I confess that if I were to administer the grant and 
I found that my actual expenditure was Rs. 1,81,000 against an original grant 
of Rs. 1,82,000, I should get very nervous myself as to whether I should not 
want some more money ? 

700. Maidvi Abdul Matin Chaudhury. — If you refer to page 523 you will 
find that there is* a saving of 11 percent, in the voted grant. Is there any 
general explanation for that ? 

Sir Frederic Gauntlett. — There was persistent over-estimating here and 
there ought to be a lump cut. 

701. Maidvi Abdul Matin Ohaudhurij. — ^At page 629 imder item “ H.-l — 
Cost of Coal ” there is a saving of Rs. 42,000 and the explanation given is that 
it is due to reduction in the price of coal. But in the account that has been 
submitted at page 533 we find that in the year 1926-27 the expenditure on coal 
was Rs. 64,343 and in the year 1927-28 (page 534) the expenditure was 
Rs. 55,669. The difference accounts for Rs. 10,000 and here is a saving of 
Rs. 42,000. 

Mr. Gwynne. — That is explained on the ground of less consumption and 
the higher cost of coal at the time of budgeting. 

Chairman. — The point is well made. In 1926-27 you spent 64 thousand ; 
next year you put in a budget estimate of Rs. 1,00,000 and only spent 65 
thousand and then you say that the difference was due to the reduction in 
the price of coal. I think rather that the difference was due to over-estimat- 
ing of the quantity of coal. 

Mr. Gwynne. — I suppose the estimate Avas based on the aveiage of three 
years’ consumption and the prices prevailing at the time. 

Chairman. — It looks to me as if it is another of those cases of ver}';. generous 
budgeting ? 

702. Mr. Das. — I want to refer to the two balance sheets of the Dairy 
Rarm and the Slaughter House at pages 538-541. Last year we examined 
Mr. Hodge. He ga ve us an account Avhich showed that the Dairy F arm had lost 
in 1923-24, Rs. 9,600, in 1924-25. Rs. 10,200 and here we find that in 1926-27 
the loss has been Rs. 14,880 and in the current year Rs. 11,975. The same also 
with regard to the slaughter-house. Mr. Hodge gave us the losses as Rs. 9,400 
or 1923-24, Rs. 14,500 for 1924-26 and from the two accounts here we find that 
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the losses have been Rs. 13,000 in 1926-27 and Rs. 3, 900 in 1927-28. ]VIr. Hodge 
also read out a statement in paragraph 4 of v^hicli he said “ Owing to the pre- 
sence of troops and the artificial nature of the settlement it is necessary to main- 
tain both these institutions ”, etc. My point is that although the losses on the 
slaughter-house have decreased, the losses on the Dairy Rarm have been almost 
stationary, and part of the loss is due to the stationing of the military forces, 
I think this part of the accounts should be allocated to the military side of the 
expenditure. 

Chairman . — I think this is a point which might be talren into account w'hen 
we are considering the preparation of accounts on a commercial basis. 

703. Kumar Ganganand Sinha. — A considerable amount is spent on the 
importation of cattle from India ? 

3Ir. Chvynne. — For slaughter purposes, but mainly for introducing cattle- 
breeding. 

Kumar Ganganand Sinha. — Why is it charged on the slaughter-house item 1 

ilfr. Gvnjnne. — Because it is done through the Commissariat Department. 

704. Chairman. — Now we will turn to Appendix TI, items 19, 20 and 21. 
Items 19 and 20 we have been discussing and I take it that with regard to item 
21 nothing can be done 1 

Mr. Gioynne. — It might be possible to keep a separate account for 12 
villages in which the Moplah prisoners are mostly concentrated. 

Chairman. — Do these 12 villages cover the whole Moplah settlement ? 

Mr. Gwynne. — It is the most important part of the hloplah settlement, 
but not the whole as some arc at work in convict gangs. It would bo most 
difiicult, however, to estimate accurately the exact amount spent on the hloplahs. 
We can at most give the approximate amount spent on the Moplah villages. 

ilfr. Shervani. — Are the Moplahs doing well there ? 

ilfr. Gioynne. — Yes. 

Mr. Shervani. — In what respects ? 

ifr. Gwynne. — I understand that the settlement is progressing very well 
and they are happy and useful economically and otherwise. 

ilfr. Shervani. — Have you ascertained whether they want to live there or 
do they want to come back 1 

ilfr. Gwynne . — Colonel Ferrar, the Chief Commissioner, was here in May • 
he said they are happy there. 
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Evidence taken at the twelfth meeting of the Public 
Accounts Committee* held on Wednesday, the 21st 
August 1929, at 2-30 p.m. 


Present : 

(1) The Hon’ble Sir George Schuster. 

(2) hh. T. A. K. Shervani, 

(3) Mr. B. Das, 

(4) hir. S. C. Mitra, 

(5) Kumar Ganganand Sinha, 

(6) Maulvi Aedul Matin Chaudhurt", 

(7) Mr. K. C. Neogy, 

(8) Maulvi Mohasimad Yakub, 

(9) Mr. K. C. Eoy, 

(10) Lieut.-Colonel H. A. J. Gidney, 

(11) Sir Frederic Gauntlett, Auditor General, "I 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. (^Were also 

(13) Mr. G. EIaula, Director of Railway Audit, f present. 

(14) Mr. B. Nehru, Deputy Auditor General, J 

Mr. P. R. Rau, Financial Commissioner, Railways, "1 

Mr. W. H. Scott, Controller of Railway Accounts, > Witfiesses. 

Mr. J. A. Tower, Director of Finance, Railways, J 

Chairman . — ^We want to start to-day with dealing with matters outstand 
ing from previous reports and the action taken thereon, but at the end of our 
session to-day we want to put to you a number of questions that are going 
to be raised during the course of dealing with the Railway position on which 
we want you to collect information and with which we want you to be ready 
to deal at subsequent meetings. For dealing ivith some of these questions 
and possibly in connection ivith questions which will arise out of our going 
through the ordinary list of items we shall want to have the Chief Cornnus- 
sioner before us because they raise big questions of policy. So we would like 
you to let him Icnow that we may call upon him to come before the Committee. 
We win try and concentrate everything we have to put to him into one session, 
probably the last session. 

Mr. Rau . — I have aheady told Sir Austen Hadow about it. 

705. Chairman . — Now, paragraphs 147 and 148 of the Appropriation 
Accounts and paragraphs 4 to 6 of the Auditor General’s letter . deal with 
matters outstanding from previous reports and the action taken thereon. 
The- first question I want to deal with is one to which the Auditor General 
has called our special attention, namely, the failure to obtain the report of the 
special officer appointed to deal with the budget arrangements — and then to 
turn from that to the very serious cases of irregularity on the Bengal Nagpur 
Railway dealt with in the various paragraphs in the aimexiire. I should like 


Chairman. 


Y Members. 
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to know Avhat is tie exact position as regards tke special officer who has been 
appointed to deal with budget airangements ? 

Mr. Rau. — I have just had a copy of the report presented to me. I got it 
about a week or 10 days ago. 

(The report was handed to the diairnian.) 

Chairman. — report on the system of preparing revised budget estimates 
on the State Eailways by klr. Puri. I understand he has been at worlc on thi« 
report since 1920 ? 

3Ir. Rau. — ^Not really at work on the' report. He was placed on special 
duty about July 1926, but after two or three months he was sent off -with Sir 
Arthur Dickinson when he came out to examine om: accounts system here. 
Thereafter I believe he was sent on foreign service to Baroda for some time and 
then to Porbander and then finally he had to go on leave for six or seven 
months in the winter of 1927. Inmiediately he came back he was put on 
as Deputy Chief Accounts Ofiicer on the East Indian Eailway. The work 
in that office was very greatly in arrears and he had to work pretty hard there 
and I understand it was only after he was relieved of that duty and put into 
the office of the Controller of Accounts that he was really able to devote much 
time. He had been able to collect a good deal of the material but he was not 
able to get on with his report. 

Chairman. — That explains the delay but it does not justify it. 

Mr. Rau. — No, it does not justify it. 

706. Mauhi Abdul Matin Ghaudlnrij. — But how is it that year after year 
we have been told that the report was under ])rcparation and it was hoped 
to get it ready very shortly. Why was not another officer put on ? 

Mr. Rau. — He had been put on special duty, he had gone round the rail- 
ways and collected much information and it would have been a waste of 
material to put on another man. 

Maxdvi 3Iohammad YaJeub. — Why was he sent to Baroda when he had 
been put on special duty ? 

ilfr. Rau. — He was considered peculiarly fitted for the job. 

Mr. Roy. — ^^^lat is the name of the officer ? 

Mr. Rau. — Eai Bahadur B. D. Puri. He is at present a Deputy Chief 
Accounts Officer in the office of the Controller of Accounts. 

Mauhi Mohammad Yakub. — It is a very novel way of dealing with the 
matter, to put a man on special duty and then to lend Ids services to one of the 
States. 

Mr. Shervani. — When we considered the fact that some of these deputa- 
tions came on after the remarks and the discussion which took place in the 
Public Accounts Committee last year.-... 

Mr. Rau. — ^What happened was that apparently the Eailway Depart- 
ment thought that he could do this work in the midst of his other duties. 

707. Sir Frederic Gauntletf. — Would you admit that the improvement 
of the budget system is an urgent necessity on the railways ? 



231 


Mr. liau. — Certainly. 

Kumar Gan^janand Sw/za.— When are yon going to talce action on the 
Beport ? 

Mr. JRau. — T will place it before the Standing Finance Committee for 
Bailways at the earliest possible meeting. 

708. Chairman. — You have not had a chance of reading this Report, 
had yon ? 

Mr. Ban. — I have not gone tlirough it carefullv. I have iust glanced 
through it. 

i¥r. Roy. — ^^Vas this officer working under the orders of the Financial 
Commissioner of Railways ? 

31 r. Ran. — ^Yes, throughout. 

3fr. Roy. — ^And yet you could not check these variations, 

Mauhi Abdul 3Iatw Chaudhiiry. — ^Arising out of the Auditor General’s 
question, if you considered this a very important matter, why did you depute 
this officer to other business ? 

Mr. Rail. — We thought lie would be able to do it in addition to his other 
work. 

Mr. Neogy. — Did he give an assurance to that effect or were yoxi trying 
to take too much out of liim ? 

ilfr. Ran. — have no personal kmowledgc of that. 

709. Chairman. — I suggest that we leaA’^e the past : we can agree in con- 
demning what has happened and I think it is very regrettable that a thing 
that was asked for by the Public Accounts Committee in 1926 and has been 
pressed for ever since should be so long delayed. I do not thinlr there will be 
any difference of opinion about it. klowever we have now got this report 
and I should like to know what action is to be taken on it. You say it is to 
go before the Standing Finance Committee. 

31r. Rail. — As soon as I have gone through it I will make a summary of 
the conclusions and place it before the Committee with our proposals. 

Mr. Roy. — "V^Tiat precisely has the Standing Finance Committee got to 
do with it ? 

il/r. Rau. — Under the separation convention, they are supposed to deal 
with the form of demands for grants as well as the actual demands them- 
selves. 

Mr. Das. — But that does not take away the right of this Committee to go 
jnto the matter ? 

Mr. Rau. — ^Not at all. 

710. Chairman. — Is there any chance of these recommendations being 
adopted in time for the coming budget ? 

Mr. Rau. — I think so ; as a matter of fact, from the glance I have had 
at this report, I think a good many of the recommendatiojrs have already 
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been adopted. Tbe fact that it toolc two years to jfinisb has naturally de- 
tracted from its value. 

711 Mr. Shervani. — ^What aboiit proposals about appropriation accounts 1 

Mr» Rau. — I do not think this report deals with them. 

Maul'd Mohammad Yaluh.—l suppose you will appoint some other special 
officer to deal with that question ? 

Mr. Rau. — ^No ; as a matter of fact the appropriation accounts will be 
prepared by the Controller of Railway Accounts next year in the same manner 
as they have been prepared by the Director, Railway Audit, till now ; and the 
Report thereon will be prepared by the Director. I think instructions have 
already issued to that effect. 

712. Chairman. — But as far as you have been able to see, there is nothing 
startlingly novel in these recommendations ? 

Mr. Rau. — I am afraid not. 

Maulvi Ahdul Matin Chaudhury. — ^Do I understand you to mean that 
most of these recommendations have been given effect to ? 

Mr. Rau. — ^A good many of them : as a matter of fact my personal opinion 
is that improvements in budget procedmre can mainly come through experi- 
ence and not through investigations of this sort. 

713. Mr. Roy. — ^As regards the changes which you have given effect to, 
did you take the consent of the Finance Member ? 

Mr. Rau. — ^All important changes have always been placed before the 
Standing Finance Committee. 

Mr. Roy. — Without consulting the Finance Member ? 

Mr. Rau. — If it is a matter of s\tfficient importance I take it he would 
have been consulted. 

714. Chairman. — Mr. Kaula, have you seen in actual results any steady 
improvement ? 

Mr. Kaula. — I take it, Sir, that the Auditor General would not have 
made these comments in. his letter if there had been improvement. 

Chairman. — It is rather a depressing situation if what you tell is true, 
that all that Mr. Puri after three years has been able to recommend has already 
been introduced and that the introduction of these changes has not borne 
any fruit as regards improvement of results. 

Mr. Rau. — I have not gone through the Report carefully enough to say 
that all the recommendations have been introduced : many of them have. 

Sir Frederic- Gauntlett. — It has to be remembered that we are now discus- 
sing the figures of 1927-28, the budget for which was prepared in August 
1926. 

Chairman. — I agree : I would ask ■whether in practice you have seen 
any signs of improvement in later years even ? 

Mr. Kaula: — ^Nothing particularly noticeable. 
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Mr. Roy. — ^^Voulcl you say that your budget on the whole is fairly satisfac- 
tory ? 

Mr. Ran. — would not say it is entirely satisfactory ; there is always room 
for improvement. 

Sir Frederic Gauntlett. — I think that when this Committee first raised the 
question of the special budget officer it was ver}:^ much impressed by the fact 
that the details prepared on individual lines were very inaccurate and we 
thought the primary function of the budget officer was to improve the 
budgeting on individual lines. It is perfectly true that as Mr. Ran says, the 
results in lump all over India may not be so very bad, but that does not alter 
the initial fact that the individual budgets on some railways at least are still 
very inaccurately prepared. 

Mr. Rau. — I quite agree with the Auditor General and as a matter of fact 
I believe the chief value of this report would be in its application to individual 
railways. 

Sir Frederic Gauntlett. — It is always possible at headquarters on big 
budgets lilm these to bring ameliorations which will improve the budget as 
a whole, but I .submit you cannot get anything finally good unless it is built 
on an accurate basis. 

Mr. Roy. — W offid you lay the responsibilty for these differences in esti- 
mates and actuals on the Agents who prepare the estimates ? 

Mr. Rau. — The Agents’ estimates are altered by the Railway Board. 

Mr. Roy. — Materially ? 

Mr. Rau. — Sometimes materially. As the Auditor General has mentioned 
in one of the conunents, we must take into accoimt the Agent’s tendencies to 
under-estimate or over-estimate. 

Mr. Roy. — Is it done after consultation with the Agents or is it done by the 
Railway Board on its own initiative ? 

Mr. Rau. — There is no time to consult : the Agent bases his estimates on 
figures for six months and we get some later figures for all railways and we 
alter them according to the latest information at our disposal. 

715. Mr. Roy. — ^IVhere does the responsibility of the Finance Member 
come in ? 

Mr. Rau. — The responsibility of the Finance Member is not directly ex- 
ercised in the Railway Budget. On any important matter the Financial Com- 
missioner would naturally take instructions from him, but in the detailed pre- 
paration of the budget he takes no direct part. 

Mr. Roy. — Is the Financial Commissioner the watch-dog of the Finance 
Member or does he exercise himself a great deal of delegated authority and thus 
deprive the Finance Department and the Finance Member of their legitimate 
rights of control 1 

Mr. Rau. — The Financial Commissioner represents the Finance Member 
and acts in these matters under his control. I take it that that was the inten- 
tion of the Government of India' in adopting this procedure. 
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Mr. JRoy.—Rj separation lie did not abrogate his function ? 

Mr. Ran. — No ; all important papers and whatever other papers he wants 
to see are shown to him. 

Mr. Roy. — ^As one who has been in the Government of India for many 
years, do you consider the present position satisfactory ? 

Mr. Ran. — I have no reason to think otherwise. 

Chairman. — I think we must avoid anything like jianic on this subject. 
The Finance Member is ultimately responsible and it is up to him to take steps 
to see that he gets adequate details put before him and that he gets a Financial 
Commissioner in whom he can place complete confidence ; but in railways we 
are dealing with a big commercial undertaking where expenditure depends on 
trafiic and all sorts of uncertain factors : it is not as if we are dealing with any- 
thing like these other departments that come before us. 

Mr. Roy. — I want to fix the responsibility for budgeting on the Finance 
Department of the Government of India and on the.Financc Member. 

Chairman. — As I understand the position, the Government of India deli- 
berately toolc the step of decentralisation in agreeing to the separation : 
instead of having detailed control by an outside department of railway finances, 
the Government of India said “ We will satisfy ourselves that the internal 
control is properly exercised.” 

Sir Frederic Gauntlell. — I suggest that separation did not alter radically 

the relations between the Financial Commissioner and the Finance Member. 

% 

Chairman. — No : it does not ; but it has meant that in practice a very 
considerable portion of his responsibility has been delegated to the railways ; 
you are suggesting that that should be altered ? 

Mr. 72oy.“The Finance Member should be the ultimate authority so far 
as the railwa)'- finances go : Mr. Rau seems to say that it is done by the 
Railway Board. 

Mr. Ran. — Not at all. 

716, Mr. Ran. — Page SO, paragraph 147(b). May I make a statement, Sir, 
on this ■? Minor points raised in connection with the recommendations 
contained in Sir Arthur Dickinson’s Report have still to be dealt with by the 
Railway Board and are under examination by the Controller of Railway 
Accounts who is dealing with these matters. The particular case referred to 
in last year’s Report was, in ray opinion, more a case of stupidity and the 
orders already issued should serve the purpose pending the promulgation of 
detailed rules on the question. It is a case in which a man sold off more 
articles than there were in stock. 

717. Mr Ran. — As regards the Piece-work and Bonus system, I am afraid 
we have not got any further in the matter. As Mr. Parsons told the Committee 
last year, in the present disturbed conditions of labour, it is difficult to say 
when and at what stage the change can profitably be introduced. 

Mr. Roy. — The change will probably involve a getting rid of staff. 
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Mr. Rail.— We are trying not to fill vacancies and thereby to gradually 
reduce our labour staff in our workshops. 

As regards cost accounting the recommendation of the Dickinson Com- 
mittee in regard to workshop accounting has been examined and a memorandum 
was placed by Mr. Parsons last year before the Standing Finance Committee on 
the subject. The last- paragraph of the memorandum was as follows. “ We 
would like to make it clear that it will take a few years before we fully 
re-organise our workshops and the system of workshop cost accounting, 
Special steps will have to be taken to secure the services of qualified 
Production Engineers and Cost Accountants It is our aim to ensure that 
the accounting in a workshop should be such that the value of each job 
undertaken should represent as closely as possible what it actually cost to 
produce ascertained on a basis similar to that adopted in commercial under- 
takings. It will, I am afraid, take some time before we introduce proper 
cost accounting in the workshops. The system has been [introduced in the 
Tatanagar Workshops where we manufacture underframes. 

Mr. Roy. — These are the changes that led to riots in the workshops ? 

Mr. Rail. — ^No. We do not want to have more unrest than we can help. 

Mr. Roy. — You have plenty of it ? 

718. Mr. Rau. — Yes. As regards (d), I examined the contract myself 
while I was in Calcutta in April last and I could not discover anything in it 
which could be held to facilitate fraud. 

Mr. Neogy. — ^YHiat does this relate to ? 

Mr. Rau. — This refers to the sleeper frauds. 

719. Mr. Rail. — As regards (e) I understand a statement was sent to the 
Director of Railway Audit in the beginning of this month. I should however 
■explain to the Committee that a comparison of the expenditure on the crew 
system with recoveries made from passengers is not of much value considering 
that the main object of the crew system is not to recover any charges from 
passengers but to prevent passengers without tickets or with excess luggage 
travelling. 

Colonel Gidney. — Is it an effective system ? 

Mr. Ran. — ^I hope it is. 

Mr. Roy. — When I was a member of the Railway Advisory Committee the 
question of amending the law was contemplated but as this crew system was 
introduced we did not like the proposal of amending the law. Is the system 
quite satisfactory ? 

Mr . Rail. — We have asked the Agent of the E. I. Railway to give a compre- 
hensive report in connection with a question in the Assembly in March. We 
have not got the report yet. 

Mr. Roy. — ^As an ordinary passenger I can tell you that the system does 
not seem to have done ve:^ much good. 

Mr. Shervani. — My experience is just the contrary^ 
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720. Mr. Das. — Does not tlie promotion in this crew gang depend upon the- 
amount of the collections ? 

Mr. Ban. — They are supposed not to collect anything. 

Mr. Das. — There is somehow an impression in the mind of the public that 
the promotion depends on the amount of collection that they make every day. 

721. Mr. Milra. — Wien do you expect the report of the E. I. Railway 1 

Mr. Rail. — We wired to the Agent the other day and he told us that he 
would send it before the end of this month. 

722. Mr. Roy. — ^What is the amoimt of money involved in the organisa- 
tion of this crew system ? 

Mr. Ran. — I could not tell you off-hand. Mr. Scott might perhaps be able 
to tell ^mu. 

Mr. Scott. — I could not tell you. 

• Colonel Gidiiey. — I asked a question in the Central Advisory Committee 
and the repl))- was that it was remunerative and further more I ascertained from 
the Member himself that the promotion of the crew system depended on the 
honesty of the public reflected in the dishonesty of the employee because a lot 
of crew men were refused promotion because their returns were not satisfactory. 
I have seen the letter myself. 

Mr. Ran . — I have not seen it. 

723. Colonel Giilney. — ^Do they serve under the Accounts Department 1 

Mr. Ran. — No. They are under the traffic department, but the accounts 
department have got a .system by wliich one of their men go round and see if 
people are travelling without tickets in spite of the crew men having checked 
the tickets. 

Maulvi Mohammad Yalaih. — They are not under the traffic department 
but directly under the accoimts department ? 

Mr. Scott. — Originally they worked rmder a special staff. Then when the 
experimental period ceased the entire operation was transferred to the traffic 
department, that is the operating department. 

Mr. Roy. — They had their own ticket inspectors before ? 

Mr. Scott. — ^Yes. 

Mr. Roy. — Now they have these additional inspectors ? 

Mr. Scott. — The ticket inspectors have to some extent been absorbed in the 
crew. 

Mr. Roy. — ^They have all been absorbed ? 

Mr. Scott. — ^Not all. A certain number of them have still to wait at the 
railway gates. 

Mr. Roy . — You do not want to have a change in the law now if the crew 
system is perfect 1 
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724. Colonel Gidney. — There is one point. Has the crew system resulted 
4n any gain to the railway or not ? 

Mr. Ran. — In the beginning we introduced the crew system in one or two 
divisions only and we found immediately on the introduction of the crew system 
3 , rapid increase of railway earnings. 

Sir Frederic Gauntlett. — ^Last year I travelled 18,000 miles practically all 
over the Indian railways and I can tell you wherever you stopped at a wayside 
-station you would see nearly half the passengers getting out on the wrong side 
of the station and the only way of stopping that is the crew system. 

Mr. Roy. — Is it the object of the crew system or is it different ? There was 
a lot of passengers travelling without tickets and there was consequent loss of 
•revenue to the railways. So they wanted to put in a section in the Kailway Act 
making it a penal offence to travel over a railway without a ticket. The matter 
was discussed in the Railway Advisory Committee but we really did not like the 
proposal and the crew system was introduced as a consequence. My own ex- 
perience of the crew system is that it is an utter waste of money. . . 

Maulvi Abdul Matin Ghaudhury. — The crew system is a success in this 
sense ; not in the sense of the money that it brings but as a preventive measure 
it has been very successful. 

725. Chairman. — You expect to get this report by the end of August ? 

Mr. Ran. — Yes. The Agent has told us so and it is our intention to place 
it before the House. 

726. Maulvi Mohammad Yakub. — ^Tlave you seen a recent ruling of some 
Court that a passenger travelling without a ticket cannot be ejected ? 

Mr. Rau. — The crew men are supposed to prevent passengers from getting 
into the trains and not to get them out. 

Mr. Shervani. — That is not a ruling. That is only a magistrate’s opinion. 

Maulvi Mohammhd Yakub. — ^IVlien the crew man examines tickets and 
he finds that a passenger has travelled without a ticket he collects the amount 
from him and gives him a receipt. 

Mr. Rau. — The original idea Avas that the crew men ought not to collect 
any excess fares, but as a later development, as it Avas a source of some incon- 
venience to the public, certain selected crew men — the men in charge, were 
allowed to collect. 

Mr. Neogy. — The alternative was to turn the man out. 

727. Mr. Roy. — ^What are the raihvays in which you haAm this crew .“System? 

Mr. Rau. — The G. I. P. Railway has it in certain divisions and the E. B. 
Railway and S. I. Railway have had it for some time. It is still in the experi- 
mental stage. 

728. Mr. Roy. — Can you tell us anything of foreign practice, whether, for 
instance, in England they have anything like a crew, system ? 

Mr. Scott. — The conditions which prevail in this country are very different 
from those which prevail, say, in England or in America. In America I foxmd' 
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there was an attendant in charge of the coach who examined the tickets of those 
who w'ere in it. The corridor carriages make a difference and there is a particular 
man in charge of each coach hut here in India the fact of the matter is that the 
stations ate not fenced. That is the difficulty. 

Colonel Gidney. — ^Have you not got a man in charge of each coach in India 
now ? 

Mr. Scott. — That is the crew system. If we had corridor carriages and if 
we had really thoroughly fenced stations, then the crew system might be 
modified wdth advantage. 

Sir Frederic Gauntlett. — ^You invented the crew system and you did it 
mainly on your knowledge of practices on other railw^ays, specially on the 
American railways ? 

Mr. Scott. — ^I noticed it on the American railways but I have noticed too 
that on the Indian railways if you had travelling ticket examiners you would 
get as much recoveries from them as you wish because they adopt the simple 
method of diverting people from the booking offices. 

‘729. Mr. Neogy. — If Mr. Scott was the inventor of the crew system why 
did you hand it over to the traffic department ? 

Mr. Scott. — I was the parent of the system but I was not allowed any 
discretion with regard to my owm progeny. 

Mr. Neogy. — Is any special benefit claimed for the crew system being 
placed under -teaffic control 1 

Mr. Scott. — If my individual opinion was asked I should think it should be 
the last department that should have charge of it. 

Mr. Neogy and some other members ; We agree with you there. • 

Colonel Gidney. — Were not the original ticket collectors and ticket ins- 
pectors under the traffic ? 

ilfr. Scott. — ^Ticket collectors at stations have always been under the traffic 
department but travelling ticket examiners on some of the railways have been 
under the accounts department and on others under the traffic department. 

Mr. Neogy. — ^What Avere the reasons that induced the Eailway Board to 
agree to this transfer of control % 

Sir Frederic Gauntlett. — I think I might be useful in throwing some light 
on this question. So long as the audit and accounts w^ere not separate it waa 
improper to have a staff like that working under audit. I think it is essentially 
what vre call an administrative function. Now that there is separation of audit 
and accounts, of course, a staff like that will never come under audit and it 
would be quite reasonable to argue that it could come under accounts rather 
than under traffic. Once the separation . comes in, I would agree with you 
entirely. As to what has happened in the past, on the whole I think it was 
correct. 

Chairman. — Could we sum up this discussion because we have got a good 
deal to deal with. So far as I understand, one of the things which emerge &om 
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tliis discussion is that the Committee is in favour of shifting over the control 
from traffic to accounts. What else are we recommending 1 We have not 
got before us any report comparing the expenditm-e of the crew system with the 
recoveries and giving us any data as to the results. Is there anything further, 
in the absence of that report, that we can say at present ? 

Mr. Shervani. — Would it be proper to suggest this change before the report 
is out ? Should we not wait till the report comes out. 

Chairman. — T do not think that the report will have any bearing on that 
question. 

Mr. Shervani. — In the report the Avhole crew .system will be under examina- 
tion. 

Colonel Gidney. — I should say that we .should await the report. 

Mr. Roy. — ^Thc question relates to eftective control and it is the traffic 
department that has to be checked by this crew system. 

Mr. Neogy. — There is no use putting the same man in charge. 

Mr. Roy. — If there is a crew system it ought to be under the accounts. 

Chairman. — I gather there is no unanimity about the idea. 

Colonel Gidney. — I dissent. 

Mr. Roy. — (To Mr. Scott) Are you satisfied now about the crew system ? 

Mr. Scott. — I am satisfied about the crew system as a system. 

Mr. Roy. — As preventing travelling on the railway system without 
tickets. 

Mr. Scott. — As a system it is aU right, but if I am asked whether I am 
perfectly satisfied with the way in which it is administered. ^ 

Mr. Neogy . — That is the question. What do you think of its practical 
administration ? 

Mr. Scott . — I think it is manifest that it is being worked inefficiently 
in that large collections of excess fares are made by the crew stafis. 

Mr. Ran. — That is contrary to the intention. 

Mr. Scott. — The fundamental principle of the scheme is that the crew 
system should be barred from collecting money. 

Mr. Rau. — So that it should not lead to corruption. 

Mr. Roy. — ^Are you agreed that -the control should be invested in authori- 
ties other than the traffic ? 

Mr. Scott. — ^My reason for doing that is that the section of the public who 
are most culpable in misusing the railway are the operating stafis, their friends 
and their relatives. 

Maulvi Mohammad YaJeub. — ^And therefore we want that the crew system 
should be under the accounts department and not under the traffic. 

Mr. Scott. — ^I think that would be a great improvement. Because it 
would be very difficult for them to report against their own superiors. 
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Colonel Giclney. — I tliouglit the greatest sinners were the -priests and those 
people who go to these fairs. 

. Hr. Scott: — ^But that is liinited. They are a difficult section of people to 
deal with but ibis not a very large section. 

Colonel Gidiiey. — You just now said that the reason why you thought it 
should be under the accounts and not the traffic was the large amount of 
illicit money that the crew system extract from the public. 

Mr. Scott: — I did nqt say illicit. I- simply made a statement of the excess 
fares which they collected and to all' appearances they are perfectly licit cob 
lections. 

Colonel ' Gidney. — ^AVhat I wanted to ask you is, why is it then that the 
accounts department withhold promotions and other things from these very 
people-on.the groxmd'that they do -not make an adequate retircn of collections ? 

Mr. Scott. — If any traffic staffs were allowed to collect money-r-and 
I’ have had experience of that — they can collect pretty well as much as you 
want them to. 

Colonel , Gidney. — ^The Allahabad crew system is under the accounts de- 
partment of the E. I. Railway 1 

Mr. .Scott. — I' do not think so. 

Colonel Gidney. — It is a recent change.- , , 

Mr.. Scott. — I: do not. think it could Have happened' without oxu knowing' 
it. . 

Chairman. — We come back to the same conclusion. I do not thinlc we 
can do very much^more atipresent. than recommend consideration that', the 
accounts department- should be- in. Liiarge of the -crew, system andi not the 
traffic department and' that we should like to comment on the delay in having 
this report; which makes it difficult for us to make any final recommendation 
and' that this Committee would like to have next year a report on the question 
of the efficiency with which the system is being applied and administered. 

I think something on those lines, is i about all that’Ave can do at present. 

Colonel Gidney. — L should' like to > see the crew system administered' by a 
crew, department. 

Chairman. — ^Ybu had’ better put in a separate recommendation. 
(Laughter)'. . , 

Mr. Rail. — ^Do you want the Railway Board to prepare the report about 
the efficiency of' the crew system or; 

Chairman. — The Railway Board) because .the Railway Board will have 
all 'the materials for the purpose. 

.7 30; . Mr-: Ran: — ^As regards; (f) I-have no uemarlcs to' make; The Account- 
ant General has said that the procedure .has been revised. 

731. Mr. Ran. — As regards (g) we have obtained from the Army Depart- 
ment the information as to -the.- procedure in* force there and.we are now con- 
sulting the Railway Administrations whether, it will; be feasible to have 1116 ' 
H62CPBFinD 1(5 
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proceduie exactly adopted on the railways or with any modifications. We 
have not got all the replies as yet. 

732. Mr. Uau. — ^As regards (ji). I notice that the Finance Department 
has issued last week orders laying down the general principles of this question. 
The Eailway Board will shortly take up the question of issuing detailed sub- 
sidiary instructions. 

Colonel Gidney. — The instructions issued before on this matter were 
ignored ? That is a serious aspect of the matter. Although the instructions 
have been issued, the agents, or the divisional engineers, or the district engi- 
neers or the subordinates have ignored them. 

ilfr. Ran. — There are cases in every department in which instructions that 
have been issued are ignored to some e^ent. 

Sir Frederic Gauntlett. — suggest that that had better be raised on 
individual cases as they come. 

Mr. Roy. — It is Colonel Gidney’s contention that the railway are habi- 
tual ofienders in this respect. 

Mr. Ran. — I do not admit that. I think the Railway Department is 
as good a department as any other. 

Colonel Gidney. — IWiat I wanted to place before you is this. The 
Railway Board has got a habit of issuing these orders and the agents and 
other subordinates have got a habit of disobejdng them. Is it not possible 
that we should apportion the responsibility on some one in the Railway Board ? 

Chairman. — I do not see how your point arises in connection with this 
item. 

ilfr. Roy. — In previous years it has- been settled that we are not an exe- 
cutive body and that we cannot fix responsiblity on anybody. 

Sir Frederic Gauntlett. — I suggest that we will have another opportunity, 
of saying something quite definite on the cases.that come np where the orders 
regarding contract, etc., have not been carried out. 

Chairman. — I think that deals -with that item. 

733. Mr. Rau. — ^As regards {i) I must apologise to the Committee that 
the orders were issued only very recently. There seems to have been some 
breakdown in the routine procedure of our office and no orders were issued. 
When the case came to my notice about a week or so ago, I had these orders 
issued. 

734. Colonel Gidney. — In all these questions of policy don’t you address 
your circulars to all railways or do you separate them ? 

Mr. Rau. — There are certain circulars which we have to address only to 
state managed railways. There arc ce.tain other circulars that have to go 
to aU state-owned railways, and there are still others in which the Rai way 
Board has powers under -the Railway Act and so issues circulars to all the 
railways. 

Colonel Gidney. — ^Does the .Railway Act contemplate any discrimination 
between one class of railway and another. 
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Mr. Rau. — So far as State-owned railways are concerned we issue orders 
to them, but as regards those which are not state owned we have got only 
certain statutory rights. 

3Ir. Neogy. — ^The Railways Act does not discriminate between one class 
of railways and another, but the powers of the Railway Board are different 
with reference to different classes. 

735. Mr. Das. — ^How is it that the Railway Administration commits so 
many mistakes while the P. W. D. do not. 

3Ir. Rau. — For one thing the railways in India are a much bigger concern 
than any public works department. 

3Ir. Das. — It is managed by efficient officers and engineers. Though we 
may have engineers coimtenancing falsification of measurement books, still 
I find that the railway engineers are specially prone to it. Will this circular 
go to the B. N. W. Railway as well 1 

Mr. Rau. — It will go to all railways. 

736. 3Ir. Shervani. — ^What is the reason of this delay in issuing orders 
under this head ? 

Mr. Rau. — ^As I have told you, there seems to have been some breakdown 
in our office procedure because nobody noticed that the Committee desired 
this and it was only when I saw this myself about a few days ago that 
orders were issued. 

3Iaulvi 3Ioliammad YaJcub. — ^^Vho was responsible for this ? Unless 
you take some disciplinary measures 

Mr. Rau. — I must asstune responsibility for my office entirely. It was 
my duty. 

Maulvi Mohammad Yakub . — I do not think it can be the duty of the 
Financial Commissioner. There must be somebody in the office responsible 
for this. 

Chairman. — I suppose the recommendation was not actually brought to 
ttie notice of anybody. 

Sir Frederic Gauntlett. — ^]\Iay I raise a practical question ? Is it really 
necessary to wait until the Government of India issue final orders before a 
recoiflmendation like that is taken up ? Cannot you gamble on the reasonable 
certainty that the Government of India would accept the suggestion ? 

3Ir. Rau . — I think there is no doubt that a recommendation of this kind 
would be acceptable to anybody. 

Sir Frederic Gauntlett. — ^Have you now improved the system whereby the 
report is overhauled and matters brought to notice on which orders have to be 
issued ? 

3Ir. Rau. — ^I think the office Imows that now. 

3Iaulvi 3Iohammad Yakub. — ^Have you pinned the responsibility on some- 
body who could be brought to book ? 
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Mr. — Iimust say it'is my responsibility in this matter and I cannot 

pass it on to anybody in tbe office. ' 

Chairman. — I think what we might do is to make a recommendation that 
as soon as the report appears 'every department should take note of the re- 
commendations that apply to that department and that we think it a desir-, 
able thing that they should render a return to the Finance Departments 
Each Department should render a return to the Finance Department saying 
ibat they have received the report, that they have taken note of the follo'ning 
points and recommendations which affect their particular Department and will 
give them immediate consideration. 

Mr. jRm /. — I believe each Department is expected to do that at present 
dud a statement is placed before the Public Accounts Committee next year. 

Chairman. — 1 am suggesting- something different. They shoxild not- 
wait until they have completed the action. They should send an immediate 
return saying that they have taken note of the recommendations which, affect 
their Department. We could at once see whether they have missed any 
point. That would prevent what obviously occurred in this case. 

737. Mr. Eau. Paragraph 148 (a). — The Finance Department issued a 
circular letter enclosing a memorandum regulating the effioreement of res- 
ponsibility for losses sustained by Government through negligence or fraud oft 
individuals. That applies to railway servants' as well. 

Mr. Das. — ^You have accepted it in full ? 

Mr. Eau. — Of course the orders of the Government of India are binding 
on the Railxv^ay Department. 

} 

Chairman. — YTiy is it said that the question is still under consideratiom 
of the Government of India ? 

Mr. Kaula^ — The report was- written on the 30th March. 

Sir Fredeiic Gauntlett. — Those orders to which Mr. Rau referred do not 
deal specifically with he particular point mentioned, here, .that js, the recovery 
from the pension of a Government seivant after he has -retired. 

Mr. Eau. — It is a general, question in which the Railway Department 
carmot really issue orders. 

Sir Eredeiic'GhuntUtt. — ^The*aotion taken by the- Government of India isi 
rather elabo ate. First of’ all there is-the general' question -of- the principles 
of di-^ciplinaiy action. Those orders were issued by the -Government of India 
about June. In addition there are the orders to which Mr. f Ran has referred. 
There is the other question which has been raised as to whether there is any 
legal. means whereby publicclaims cambe obtained from a-Govemment servant 
after retirement. Rules are- -going to. be introduced! into the Civil Sersdcei 
Regula ions which -yvill give the legal power. There is the further question- 
as to whether a specific penalty can be enforced from pension. 

Chairman. — Tbe- general-, insiruotions alhout , disciplinary action to which 
"'Tr. Burdon referred the other day, -will 'they cover this^point ? 
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Sir -Frederic Gauntlett. — ^The Resolution would probably have to be eriy 
larged when these two matters are finally dealt with. 

Mr. Kaula. — In the case of railway employees, there are very few cases of 
^pension, so that this question does not arisedn practice, 

Maulvi Moliaminad Yahub. — Is the question of recovering from Provident 
Tund also irnder consideration'? 

Sir Frederic assume that it has always been the practice 

to enforce specific -claims against the’ provident Jfund before it is finally paid 
ofi to the officer. I assume that no attempt 'has been made to -recover Rom 
an officer who has been paid his provident fund. 

Chairman. — 'As regards this matter ‘that we are dealing with, we cannot 
say when it will be finally disposed of. 

ilfr. Mitra. — The provident fund of a man should not be paid if there is a 
case pending against him. 

Mr. Rau. — e do not pay^him his provident fund if there is any claim against 
him. But this probably refers to the discovery of the claim long after retire- 
ment. . , , 

Mr. Neogy.—Tids is rather a serious observation which the Auditor Gen- 
eral has made last year. “ When a detoite case comes to the notice of- the 
officers the men retire very qnickly.” It is almost an allega- 

tion that you practically connive at their retirement. 

* f ' ^ 

Mr. Rau. — I thipk that what he meant .to, say was that we can get rid 
of men more quickly than other departments, as our men are non-pension- 
.able. I ‘ 

Sir Frederic Gauntlett. — Certainly I never hinted thatthere'vyas any con- 
nivance. 

Chairman. — ^As regards this particular item, it is being dealt with. It 
will’have to appear again. It is not finally disposed of. 

j i . 1 ' _ _ 

738. Mr. Rau. — 14:8{6).— The question is imder the consideration of .the 

Government. I think it is with the Finance Department at present. It has 
been explained, I understand. ’ 

739. Mr. Rau. — 148(c). The question of the detailed procedme to be 
followed in the matter of pricing of stores is under consideration. .Asiregards 
the point raised in this paragraph, I must say that there is. not much reason 
■to fear that revenue receives credit through adventitious circumstances ; 
it can only be when "prices are rapidly rising owing to extraordinary, and in 
their very nature temporary circumstances. Such, circumstances did 'happen 
during war time and it: resulted in considerable -credit to .revenue. .Such 
oireumstanees do not obtain at present. All the -same we, are investigating 
this question of the detailed procedure to befollowediin.the.matter'of pxjcjpg 
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stores. Jlr. Parsons wanted to consult the Director of Commercial Audit 
and the Auditor General on this point I believe. 

740. Mr. Rau. — 148(d). A memorandum on the recommendations of 
Sir Arthur Dickinson on the system of stores accounting on State railways 
was placed before the Standing Finance Committee for Eailways last year 
and after approval by them we have issued instructions that materials should 
be obtained strictly in accordance with the detailed provision in the sanctioned 
estimate and within a reasonable time before the commencement of works 
and materials not used should be returned to the stores or to other divisions 
where they are likely to be utilised. 

Mr. Roy. — In page 5 the Auditor General defines the functions of the 
Controller of Stores, such as keeping ledgers, etc. Does he purchase ? 

Mr. Rau. — ^Yes. 

Mr. Roy. — Then why is that omitted ? 

Mr. Rau. — ^Probably because it is not relevant to this particular thing. 
This does not give all the functions of the Controller of Stores. 

Sir Rrederic Gauntlett. — As regards (d) the reason why (d) was raised 
originally was because the Railway Board made an earnest attempt to reduce 
stores balances and one of the means taken to reduce the stores balance was 
to send as much as they could out of the stores on to the site of works. It was 
the Railway Workshop Committee that called attention to that matter. 

Colonel Gidney. — It was reaUy something of the kind that led to the total 
Value of stores in the E. I. Railway being 2 crores and 70 lakhs. 

Sir Frederic Gauntlett . — ^We will come back to that when we come to page 5. 

Ghahman. — It is a very dangerous practice. 

Kumar Ganganand SinJia. — ^Has the practice been discontinued 1 

Mr. Rau. — ^We have issued instructions that they should not transfer 
stocks. Materials should be obtained within a reasonable time before com- 
mencement of work and materials not required should be returned. 

Chairman. — ^When were those instructions issued ? 

Mr. Rau. — 18th December last year. 

Chairman. — It is a very long time after the Report. 

Mr. Rau. — ^We took the whole matter into consideration in connection 
with our examination of Sir Arthur Dickinson’s Report. 

741. Mr. Rau. — 148(e). Any particular points that have come to notice 
of absence of co-ordination have been set right. I understand the Director 
of Railway Audit has already been asked to bring to notice other points on 
which action is required. 
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Evidence taken at the thirteenth meeting" of the Public 
Accounts Committee held on Thursday, the 22nd August 

1929, at 11-15 a. m. 

Present : 

(1) The Hon’ble Sir George Schuster. 

(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) hlr. S. C. Mitra. 

(5) Kximar Ganganand Sinha. 

(6) Maulvi AnuuL Matin Chaudhury. 

(7) Mr. E. C. Neogy. 

(8) Maulvi Mohammad Yakub. 

(9) Mr. E. C. Boy. 

(10) Lieut.-Colonel H. A. J. Gidney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. ^ Were also 

(13) Mr. G. Eaula, Director of Raihvay Audit. f present. 

(14) Mr. B. Nehru, Deputy Auditor General. J 

jMt. P. R. Rau, Financial Commissioner, Railways.") 

Mr. W. H. Scott, Controller of Railway Accoimts. ^ Witnesses. 

hlr. J. A. Tower, Director of Finance, Railways. J 

Mr. Roy raised the point whether there was any statutory power given to 
the Governor General in Council by which he could appoint the Commerce 
Member as the Finance Member for a few days when the Railway budget was 
under discussion. He contended that the present practice of appointing the 
Commerce -Member as Finance Member was irregular and quoted from the 
Legislative Rules in support of his contention. 

The Chairman, Sir Frederic Gaimtlett and Mr. Rau disagreed with this 
view. The Committee felt that there was a certain amount of ambiguity 
in the matter and that the rules "were not quite clear on the’ point. The 
Committee therefore, desired to have a note from the Law Member on the 
subject and, in addition, to make the recommendation that whenever the 
Governor General exercises his power of appointing any Member as the Finance 
Member, the order of such appointment should be laid on the Table of the 
House as suggested by the Auditor General. 

742. Chairman. — The first matter we have got to deal with are the serious 
cases of irregularity on the Bengal Nagpur Railway which are contained in 
the Annexure, especially Items 1, 6, 9, 11, 12, 13 and 14 on page 82. We had 
better ask Mr. Rau first if he has anything to say as regards the action taken. 

Mr. Rau . — ^May I make a general statement ? Last year Mr. Parsons 
told the Committee that he would have all these cases carefully investigated 
and that he would consider whether it was desirable to address the Board of 
Directors of the Company on these irregularities. He had no time to go into 
it himself but as soon as the Assembly session was over in Delhi, I went down 


Chairman. 

1 

> Members. 
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to Calcutta with the Director of Civil Engineering of the Railway Board and 
went into all the cases myself on the spot. I got hold of the Agent and the 
Chief 'Engineer and some other departmental officers of the Railway and also 
the Government Examiner of Accoimts to present the other side of the case. 

I am in a position now to give the result of that investigation. The Railway 
Board have not yet taken any action in this matter because all the information 
that I wanted was not available till the beginning of this month. And then, 
since the Public Accounts Committee meeting was so close at hand, I thought 
it would be as well for me to place the facts before the Committee so that they 
could hear the railways side of the case and we may have the benefit of their 
advice before the Railway Board considers what action .should be taken. Now 
if you will permit me I will go to the particular cases. In discussion if there 
is any,particularipoint and if I can findmut what<view the' Committee -would 
take of the matter, that would be a great help to the Railway Board -in coming 
to a decision as to what action should be taken in this matter. 

Chairman. — It really amounts to this that the Railway Board is asking 
the Public Accounts Committee to perform these functions. 

Mr. Ran. — No, Sir. As a matter of fact, I could have issued orders only 
at the beginning of this month bUt since it was a matter only of a fortnight 
I thought 'I might as well place the whole facts before the Committee. 

Chairman. — ^1 think you are putting a rather impossible task upon us. 
We ought to know what orders you have issued. 

Mr. Rav. — In these particular cases I am going to give you the orders 
that I propose to ask my colleagues to agree to. 

Chairman. — That would help us a great- deal. Will you proceed then. 

Matilni Abdul Matin Chaudhimj. — ^Was it not understood last year that 
the cumulative effect of all these irregularities was so serious that it 'was 
necessary .to make a reference to the Board of Directors. 

Mr. Ran. — That was on a reading of the Appropriation Accoimts. We 
had not heard the railway side of the case at that time. 

Mr. Roy. — Do you consider that you would get the railway authorities 
object to the considered rules of the Auditor General. So far as the Secretary 
of State is concerned and also the Government of India, I think the last word 
on the Appropriation Report must be of the Auditor General and of this Com- 
mittee. 

Sir Frederic Gauntleit. — I am glad you have said “ this Committee ” 
because I always preface every report I write with the statement that we 
attempt to give all the facts we possibly can to you, but you must listen to 
the other side finst before coming to a final conclusion. Your final conclusion 
is of much greater weight than my statement of the case. I need not go into 
details but it is very often difficult for us to have access to all the papers from 
which we can find out everything that has happened. 

Mr. Roy. — ^Then you accept the position given-to you by hir. .Rau. 

Sir Fredeiic Gauntleit. — I accept the position that this Committee ought 
not to make up its mind on any particular case brought to their notice by me 
until they have had an opportunity of -hearing the other side of the case. 
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? Chairman. — would ask the members of the Committee not to intetvene 

with special questions. Let us hear Mr. Ban’s statement. 

743. Mr. RaiL — Page 83, Para. 2. The Chief Engineer has again given 
strict instructions to all the officers xmder him that the .practice, where it 
existed, of entering measurements of works in pocket books instead of directly 
recording them in the measurement books themselves should cease. 

It is understood the Assistant Engineer was a -new officer who did -not 
know all the rules, and the fact that he did not claim travelling allowanee for 
the journey is not a conclusive proof that he did not actually come to the 
headquarters as he might have omitted to draw the allowance or have been 
absent from headquarters for less than 8 hours, in which case he was not 
entitled to an allowance. The Bailway Board propose to issue instructions 
that all journeys on duty should be entered in the travelUlig ‘allowance jour- 
nals, in order that no doubi s may arise. 

The District Engineer concerned has retired from service. In the cir- 
cumstances the Bailway 'Board does not feel that any further action ean be 
taken. 

Chairman. — Is that explanation satisfactory in this case ? 

Mr. Mitra.—V^hy were the sheets not forthcoming? 

Mr. Ran. — ^I understand they were lost. 

Mr. Mitra. — When important papers were lost in the Engineer’s office, 
what action was taken against the person responsible for the loss 1 

Maxdvi Mohammad YaJcitb. — ^I\Tio was responsible for the loss of papers"? 

Mr. Ran. — I understand they could not fix the responsibility. 

Maxdvi Mohammad Certainly the Bailway Board could fix the 

-responsibility. 

% 

Mr. Rail. — This is a very small matter. 

Manhi Mohammad Yakiib. — Small matter ! The loss of records in an 
office is a small matter ! 

Mr. Ran. — The loss of papers is a matter of common occurrence I 
know papers are lost even in my own office. 

Mr. Mitra. — Is it your contention that if papers are lost nobody is res- 
ponsible ? 

Mr. Rail. — ^Not that nobody is responsible. The Agent,.! believe had 
an enquiry into the matter but could not fix the responsibility on any particular 
person. 

3It. Roy. — Are you quite satisfied with that explanation ? 

Mr. Ran. — ^I am not quite satisfied with that explanation. But I do not 
think this is a matter in which the Bailway Board should proceed further. 

Maulvi Mohammad Yakub. — The Committee should record its opinion that 
this is a very serious matter. 
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Coloml Gidney. — Has it been elicited tbat tbe District Engineer was at 
fault ? 

Mr. Rau. — That is what I understood from a result of my investigations. 
My opinion Avas that the District Engineer was the man primarily responsible in 
the matter and seeing that he had left service, nothing could be done at all. 

Mr. Mitra. — ^Don’t you feel that these sheets alone which are alleged to 
be lost, can shoAv whether there was anything irregular ? Don’t you feel that 
these sheets Avere lost with a purpose ? Some designing man must have done 
away Avith these sheets. 

Mr. Rau. — It is unfortunate they Avere lost. 

Mauivi Mohammad Yahib. — Are you sure they were lost or they were 
designedly withheld 1 

Rdil . — I iiave no reason to believe that the latter was the case. 

Chairman. — I think there is one general statement which seems to me 
too dangerous to accept, that is, in a case of this land, it is not possible to place 
responsibility on any particular person. I say that the serious thing seems 
to be that the conclusion is accepted that it is not possible to fix responsibility 
for the loss of papers in an office. It must always be possible to place res- 
ponsibility. There ahvays is the head, whatever the unit in the office is, 
who is responsible for Avhat goes on in that unit. He is responsible for any- 
thing that goes wrong. It may be that if yoAi can fix responsibility very 
clearly on a subordinate, you can say the subordinate is the man Avho 
ought to be punished and the head is not guilty of any negligence 
and he may be excused. If the head is not in any Avay responsible for the 
action of the subordinate, then he need not be found. fault Avith but the 
subordinate could be punished. But if you cannot find the subordinate 
to bear the responsibility, then the head of whateA'cr particular unit you are 
dealing Avith retains his responsibility and there is nothing to relieA’^e him 
of it. 

Mr. Rail. — ^I am quite prepared to aslc the Agent to try and fix the res- 
ponsibility upon the particular person in Avhose custody these sheets Avere 
and to take disciplinary action against him. 

Chairman . — If the Agent cannot find the person, then the head of that 
unit or organisation is re.sponsible for the inefficient way in AV’hich this unit 
is being carried on. 

Mauivi 3Iohammad Yahib . — And he must be held responsible. 

, Sir Frederic Gauntlcit. — Were these sheets lost during the period of the 
tenure of the District Engineer who has retired ? 

Mr. Rau. — ^I am sorry I do not know. 

Kumar Ganganand Sinha. — Will you kindly make enquiries ? 

3Ir. Rau . — Yes. 

Sir Frederic Gauntlett. — The district engineer is the officer who is morally 
responsible. 
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Ktctnar Ganagnand Sinha. — You said you gave some instructions since ? 

Mr. Itau. — I gave verbal instructions. I am going to issue written 
orders. 

Kumar Ganganand Sinha. — ^When were the verbal instructions given ? 

Mr. Kau. — In April. 

Mr. Shervani. — The papers were at one time in the hands of the Assist- 
ant Engineer because he prepared the measurement sheets. 

Mr. Itau. — Quite so. 

Mr. Shervani. — Now it is pointed out that they were in the District 
Engineer’s office where they were lost. 

Chairman. — I think I must apply a closure to the discussion of this parti- 
cular incident. I suggest that the conclusion of the Public Accounts Com- 
mittee may be recorded thus : we cannot accept the statement that where 
anything goes wrong in an office, it is impossible to place responsibility. 
Therefore we ask that further enquiry should be made. 

Mfifjdvi Mohampuid YaJcub. — ^Was the Assistant Engineer a new man ? 

Mr. Rail. — ^Yes. 

Maulvi Mohammad YaJcub. — ^That is not the man who has retired t 

Mr. Rail. — No, it is the District Engineer. 

Maulvi Mohammad YaJcub. — What action did you take against this new 
man ? 

Mr .Rail. — The Agent assured me that his later record was very good and 
therefore I did not feel incumbent on me to ask the Agent to make further en- 
quiry. 

Maulvi Mohammad YaJcub. — ^Very often higher officers are condoned and 
inferior servants are punished. If the later record of the officer is good, does 
it not warrant even a warning or a censure against him for his negligence ? 

Mr. Rau. — It is a very difficult matter to punish a man for a thing that 
happened six years ago, especially when he was particularly new to the work 
and did not know what the rules. were. Having in view the fact that his 
later record was good, I would feel it very difficult to suggest the punish- 
ment of such a man. 

Mr, Mitra. — Why has it taken six years ? 

Mr. Rau. — It was brought to our notice only last year. 

Maulvi Mohammad YaJcuh. — ^Do you mean to suggest that if a murderer 
cannot be arrested for 12 or 20 years and if he is arrested after that period, 
he ought to go unpunished because of the lapse of time 1 

Mr. Rau. — There is some difference between an irregularity of this kind 
and a murder. 

Maulvi Mohammad YaJcuh. — ^There is difference, but there will also be 
difierence in the punishment meted out. Will not this Committee consider it 
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■comit the same fault again ? 

Chairman . — ^Let us consider wbat action could have been taken against 
bim. A censure or a warning might have been conveyed to him that any second 
•occurrence of an incident of that kind would involve bis dismissal or some other 
definite action. In the circumstances, the punishment could not have been 
more than that. I think it is rather difficult to take that kind of action six years 
Tater on. He can only be told now that comments have been made on the case 
by the Public Acconnts Committee and "that he is warned. 

Maulvi Mohammad Yakub.— At any rate the censure of this Committee 
■tnay be communicated to the officer concerned. 

Mr. Rau . — The chief object of a censilre is'to see that he does not commit 
ithose offences again. 

^Chairman. — -Tt is a mark on his record which will prejudice him in 'future. 

Maulvi Mohammad Yakub. — ^Do you keep service books 1 

Mr. Rau . — No, not for officers. We keep personal files for officers. 

Maulvi Mohammad Yakub. — Why can’t you make an entry in his personal 
file regarding this incident. 

Mr. Rau . — I do not think it is right to make any entry in the personal file 
•of an officer for an offence committed six years ago. I think the fault should 
be considered as condoned. 

'Chairman . — In'that case, the fact that a note has been made in his personal 
'file would not prejudice him. It is no argument against him. 

Sir Frederic Gauntlett. — ^I might explain. Sir, that in the case of the 'Indian 
Audit and Accoimts Service, if a specific fault is found out,’it‘is entered-in'the 
record and when good work is done, that is also entered in the record. But 
•the mere fact that a fault is found out two'jor three^years later, does not obviate 
rthe necessity for making an entry. I consider as an administrator that confi- 
dential reports -should be the current record of the man’s work, good or bad. 

Mr. Rau. — ^May I ask you. Sir Prederic if you discover an officer’s misdeed 
.six years later and if his conduct throughout those six years has been very 
good, would you still enter in his personal file the offence committed by 'him, 
if it were a slight offence. 

Sir Frederic Gauntlett. — I should certainly accept the principle that a man 
is to be told whether his work is good or bad. If there ihas been any success 
in the administration of the service of which I am the head, it is very largely 
due to the fact that ! have been absolutely rigid on this point as you, Mr. Ran, 
know very well. ' 

Chairman. — If they think that that was a definite fault in spite of his inexpe- 
xience at the time, a record of that fact should be made in his record of service. 

Mr. Roy. — Can you enforce it on B. N. Railway ? 

Mr.Ra u. — I can only tell the Agent that that is the opinion of the Railway 
■Roaid. 
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:allowe(i payment. The District Engineer lias retired from service and the 
-amount involved is, I understand, only Ks. 64. 

The Eailway Board asked the Agent in June 1928 to impress upon his 
subordinate officers that misrepresentation of facts in the accounts is a most 
serious offence and will be taken serious notice of. A circular was issued by 
the Cliief Engineer in August 1928 to this effect. It is understood that the 
District Engineer was an officer with an otherwise good record. 

Chairman . — I thinlc in this case also nothing further could be done as re- 
gards the officer. I am afraid that, as explained in the Auditor General’s 
letter, there are several items like this and imless we call for a special sub-com-‘ 
mittee to deal with these specific items, we ma)’^ not be able to get through the 
whole work in the time allotted for this Grant. 

(To a request from some of the Members to allot next week for a discussion 
of the railway items, the Chairman regretted that owing to the meeting of the 
Standing Finance Committee, he would not be available to preside over the 
meeting of the Public Accounts Committee, if held next week. After some 
discussion, it was agreed to appoint a sub-committee to go into these specific 
items. The names of the members of the sub-committee were left to be 
settled later on.) 

745, Mr. Ran ,. — ^Pages 87-88, paragraph 6. The view of the Adminis- 
tration is that the additional payments to the contractor were justified in the 
circumstances. The position was that when the work had been 2| months 
in progress and labour had been imported for the same, as local labour was not 
available, the Government of Bihar and Orissa for political reasons asked the 
Eailway to stop the work until formal acquisition proceedings were completed. 
Owing to these difficulties considerable losses were incurred by the contractor 
by circumstances beyond his control. As a result of a special enquiry held 
by the Superintendent of Constniction certain specific claims were admitted 
and it was considered that part of the claim was justified and it was ' desirable 
to pay the contractor immediately something on account in order to provide 
funds for him to carry on the construction. The contractor’s claim was origin- 
ally for 3 lakhs but it was reduced by the Superintendent of Construction 
to what he considered reasonable in the circumstances. 

The mistake was that mstead of maldng the payment in a straight-for- 
ward manner the Superintendent of Construction entered fictitious measure- 
ments in the measurement book to support the payment ; his excuse is that no 
auditable details were obtainable to prepare bills in the ordinary way and he 
was afraid that a clear statement of each item of losses that' were refunded 
might have involved the Eailway in a large number of unjustifiable claims 
from other contractors. The second bill was originally entered as compensa- 
tion for coolies unemployed in consequence of the orders to stop work, but it 
was objected to by the Chief Engineer and changed by the District Engineer 
under the orders of Superintendent of Construction to the form ‘ Coolies em- 
ployed on earthwork ’. 

The icregularily was chiefly in the method of payment and probably no 
actual loss was involved in the sense that the Eailway did not actually pay 
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more than they would have had to pay if the matter had been brought to 
arbitration but there is no doubt that there was deliberate misrepresentation of 
facts for which high officers of the Railway were responsible and but for the 
fact that both the Deputy Chief Engineer and the District Engineer concern- 
ed have left the service the Railway Board would have insisted on proper dis- 
ciplinary action being taken against these responsible officers who ought to 
have known better. The Agent is fully alive to the seriousness of the 
irregularity. 

I should add that the Railway Administration have particularly desired 
that two points in the Accountant General’s report which they consider ambi- 
guous should be made quite clear. In the first place the entry in the measure- 
ment boob was not made by the Deputy Chief Engineer of the open line but by 
the Superintendent of Construction who held the rank of Deputy Chief Engi- 
neer. They consider that the statement as it stands might convey the impres- 
sion that the entry was made by an officer unconnected with and not respon- 
sible for the supervision of the work whereas actually the head of the construc- 
tion branch had held a three days’ enquiry on the spot to consider the claim of 
3 lakhs and the practical cessation of work for want of funds and exhaustion of 
credit. In the second place the demi-official communication referred to was 
ent by the District Engineer demi-officially to the Chief Engineer as autho- 
rity for his payment and was not removed by the Deputy Chief Engineer per- 
sonally with any ulterior motive as is apparently suggested. 

I have impressed on the Railway Administration the desirability of de- 
scribing the reasons for any payment as accurately as possible and told them 
that if the grounds for the payment were reasonable and if Audit objected on 
technical grounds to the payment they should report the matter to the Railway 
Board for special sanction. 

746. Mr. Das . — It really comes to this, that the railway administration 
even after its reorganisation was not exercising proper cqntrol from 1923 to 
1925. So many scandals are coming to light which only confirms the belief 
that the Railway Board is very slack in its supervision. 

Mr. Neogy . — ^I have given notice of a general question regarding the' 
amount of control which the Railway Board exercises over the company ma- 
naged railways. I thinlc this point which Mr. Das refers to can be dealt with 
at that time. 

Mr. Rau. — I can give an answer to Mr. Das if you like, Sir. The Railway 
Board depend for their control upon company-managed lines on the Govern- 
ment Examiner and the Government Inspector, on the latter, for the safety of 
the line generally. Eor financial control they depend upon the Government 
Examiner who has to bring to the notice of the Railway Board whatever irregu- 
larities and defects he finds in the course of his audit. Unless these defects 
are brought to the notice' of the Railway Board, I do not know how they can 
take any action. 

Sir Frederic Gauntlett . — ^We are getting very near the main point in the 
whole of our discussion. The Government Examiner had a comparatively 
large office up to about 1912-13. It was then suggested by the Accountant- 
General, Railways, at the time that all that was necessary was for the Govern, 
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Sir Frederic Gauntlett. — Yes, Sir, might I explaia it in this way ? I 
fancy we shall find that all these cases came to notice on a series of local in- 
vestigations of the various district offices by the Government Examiner of 
Accounts. Up to that time it had hardly any opportunity of getting«out of its 
office. 

Chairman . — In fact, they were brought to notice too late because the staff 
was not adequate ? 

Sir Frederic Gauntlelt. — ^Exactly. This is the first time that we have been 
able to enlarge the field of audit to get into this at all. We have not been in 
this field of audit before. 

Chairman. I would like to ask you whether you agree with that, Ml. Ran. 

Mr. Ran . — ^As Sir Frederic has pointed out, it was on account of the in- 
crease of the Government Examiner’s staff that all these defects were discovered. 
To enable the Committee to view this in its proper perspective I ought to men- ' 
tion that the irregularities discovered do not relate to a single year. They 
relate, some to 1922-23 and some to 1920. It is really the cumulative effect 
of the defects of a number of years that has been brought into one report. I 
'do not blame the Accoimtant General for that. He has helped us consider- 
.<ably in this matter. But the fact that the previous staff was inadequate did 
-result in many of these irregularities not being brought to our notice in time 
for us to take any effective action. A reasonable increase in staff, which I 
would inyself consider ought to be on a temporary basis for a few years, just as 
the Auditor General suggests, would be quite a reasonable recommendation for 
.this Committee to make. 

Chairman . — ^You say first of all that this looks worse than it ought to be 
because we have got telescoped together the bad cases of a number of years. 
I think that is a reasonable statement. 

Mr. Kaula . — ^May I question that 1 Tins is not a complete pictxire of 
the actual state of affairs. 

Mr. Neogy . — It give us a fair sample. 

Mr. Eoula.—-A\l this work should have been done by the Company’s 
Auditor who was in existence all the time with a full staff. 

747. Mr. Neogy . — May I enquire whether it is not a fact that there are 
definite rules imder which Company’s Auditors work which prec ude them 
from bringing to notice these defects, even if discovered, to anybody but their 
Home Board ? If there are, could you get those rules amended so that, as 
you are thinkmg of providing an additional staff, you could get reports from 
the Company’s Auditors themselves to help you in carrying on the work % 

Mr. Rail . — The Company’s Auditors are definitely subordinate to the 
Home Board and at present I myself have a case in which the Railway Board 
are considering whether we could not arrange that if the Company’s Auditor 
does not agree with the Agent, the matter should be brought to the notice of 
the Railway Board. 

Mr. Neogy . — Just as you have in the State-managed Railways 1 

Mr. Ran. — ^Yes. 
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Chairman. — I am trying to get at tire points wliicli we might refer to the 
Sub-Committee. The first is an increase in the Examiner’s stafi. Mr. 
Neogy has raised another point that it may also be necessary to alter the pro- 
cedure or the requirements imder which the Company’s Auditors work. 1 
should like to know what you have to say about that, Sir Frederic. 

Mr. Neogy. — ^Before the Auditor General replies, might I refer him to the 
statement of Mr. PhiUipe before the Public Accounts Committee in 1925, page 
183 ? He said that there are instructions from the Boards of Company- 
worked Railways to their Chief Auditors that they are not to report in Appro- 
priation Accounts or Audit reports to Government anything which reflects 
on the work of their own oflacers. 

Sir Frederic Gauntlett. — That has not been challenged so far ? 

Mr. Neogy. — I do not thinlc so. 

Sir Frederic Gauntlett. — I thinlc possibly Mr. Phillipe made that statement 
rather too general. That these orders are in operation on many of the Railways' 
has never been challenged and it was because we could get nothmg from the Com- 
pany’s Auditors -that induced Mr. Phillipe tomge that Government Examiners 
must be increased and we never dreamt what we shall discover when we in- 
creased the Government Examiners. 

Mr. Roy. — Mr. Ran said that they are considering in the Railway Board 
that in cases of gross irregularities, the Auditor of the Company’s line should 
report to the Railway Board. 

Mr. Rau. — We are considering whether we can enforce any sort of direct 
responsibility of the Chief Auditor to the Railway Board. 

Mr. Roy. — ^Have you considered the position of the Auditor ? He is 
subordinate to the Agent. Do you consider your suggestion feasible ? 

ilfr. Rau. — I am not quite sure about that. 

Mr. Roy. — The Auditor is dependent on the Agent for his promotion. 
There have been cases hi the past where Auditors have been made Agents. 
For instance, Mr. Douglas of the East Indian Railway and ilr. Marshall. In 
view of the position which the Auditor occupies in relation to the Agent, 
he cannot do it. The Railway Board is trying to do quite an impossible thing. 

Mr. Rau. — We are considering whether we can do it in consultation with 
the Home Boards. 

Chairman. — We could not get a final answer on this matter. We know 
that it is under^ consideration, and you, Blr. Roy, take a pessmustic view of 
anything coming out of it. We have now got two points for enquiry. The 
first is the question of the Government’s own examining stafi. The second 
is the question whether we can improve the position in any way by altering 
the status of the Company’s Auditors. I think you would agree. Sir Frederic, 
with this line of enquiry now. 

Sir Frederic Gauntlett. — Undountedly, Sir, the reason why we have steadily 
urged the former is because I fancy that the latter is impracticable. 
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Chairman. — ^As long as tlie Company’s Auditors are subordinate to the 
Agent I do not quite see bow you can help that at all. 

Sir Frederic Gauntlett. — I agree with hlr. Roy. 

Mr. Roy. — Wliat is your own impression Mr. Scott as to the position of 
the Auditor ? 

Mr. Scott. — Curiously enough, I have never been a Government Examiner. 
So, I could not make any statement such as that which Mr. Phillipe made. 

Sir Frederic Gauntlett. — You do not contradict it ? 

Mr. Scott. — I do not contradict it. What is evident is that the outcrop 
of all these irregularities is definitely due to the diminution of the Audit staff. 

Chairman. — It is primarily due to inefficiency of the Railway staff ? 

Mr. Scott. — When the Audit staff was larger, the afiairs were much better. 
When it was diminished, this outcrop was the result. 

Chairman. — Human nature on the Railways wants to know that it is going 
to be called to account frequently. 

Sir Frederic Gauntlett. — I am perfectly certain that an increase of the 
Government Examiner’s stafi will materially enhance the efficiency of the 
work in Company’s lines. 

Mr. Das. — Certainly. The Committee entirely agree with it. 

748. Chairman. — Are there any other outstanding points for enquiry, Sir 
Frederic ? 

Sir Frederic Gauntlett. — There is the point raised by Colonel Gidney as to 
the differentiation between the disciplinary action against the Gazetted^officers 
and against subordinates. 

Colonel Gidney. — I am preparing a note on that. 

Chairman. — There is nothing more that the Auditor General wants to say ? 

Sir Frederic Gauntlett. — I think those are the three main points. There 
is Mr. Neogy’s point about the general control over companies. 

Mr. Neogy. — If it would suit the Committee, I propose to raise that point 
after we have dealt with all the B. H. Railway cases. 

Chairman. — I just want to round off this general discussion. Coming 
back to the idea of a Sub -Committee of this Committee to make a more detailed 
examination of all these bad cases, I think what we should want from the 
Sub-Committee would be to tell us what practical recommendations arise out 
of these cases. We should tell them to direct their particular attention to the 
question of the sufficiency of the Government examining stafi, the status 
of the Company’s Auditors, the differentiation between officers and the 
subordinate stafi as regards disciplinary action, and then the general 
question of the Railway Board’s control over Company-managed lines. 

Sir Frederic Gauntlett. — I feel that the latter is so important that it must 
be taken with the Committee. 
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Chairman. — ^All these questions must be taken. We are going to appoint 
a Suh-Committee to examine certain cases and it is as well that they should 
keep in mind the practical recommendations which we want from them. 

Mr, Das. — I may point out that a previous Committee has said that the 
staff of the Government Examiner of Accounts should be increased. 

Mr. Neogy. — W e want to reinforce that recommendation. 

Sir Frederic Ganntleit. — The file is now with Mr. Burdon. The more 
he hears about it the better. (Laughter.) 

Mr. Das. — ^We ought to bring Mr. Burdon to the Sub-Committee. 

3Ir. Neogy. — ^It is worth while this Committee maldng that recom- 
mendation once again. 

749. Colonel Gidney . — ^You said just now that you might take 1923 as 
the year from which company accounts have been audited. I find that there 
have been very very serious irregularities in State Eailways. The East Indian 
•Railway Stores Department is in a chaotic condition. The North Western 
Railway, which has always been a State Railway, is absolutely hopeless. On 
what grounds do you say that you will have an improvement in the Company- 
managed railways by the introduction of this system when you find the State 
Railways offending in the most terrible way. I want to be clear whether 
there is going to be greater efficiency "with the expenditure of this 5 lakhs. 

Sir Frederic Gauntlelt. — I would only suggest, Colonel Gidney, first of 
all that the state of the Railways would have been very much worse if there 
had been no audit and secondly that I really think that we shall get a greater 
ultimate efficiency from the separation whether the accounts are tmder the 
company or under the State, and an independent outside audit is exercised by 
employing a separate staff than under the consolidated Audit and Account 
staff. I do sincerely feel that. I agree -with what you have said with regard 
to the state of the East Indian Railway. At the same time I believe that Mr. 
Rau and Mr. Scott will say that a good deal has been done on the East Indian 
Railway during the last two years. They will also agree that there is even 
more to be done than what has been done. 

Matilvi Mohammad Yalcuh . — Is it not also due to a certain extent to’ 
the fact that the Railway Board does not exercise proper control over the 
Railway Administrations ? The Railway Board say that they are here only 
to guide the policy and not to interfere with the work of the Railway Admi- 
nistrations and they have made the Agents the sole monarchs of their lines. 

Sir Frederic Gauntlett . — ^I must ask you to put that question to Sir Austen 
Hadow when he comes. 

Chairman. — think we had better now continue consideration of item 

6 . 

V 

750. Mr. Neogy . — Is it usual for the Railways to start work on lands which 
had not been acquired ? 

Mr. Rau. — Sometimes before formal acquisition proceedings take place* 
Land acquisition proceedings take a very long time and I understand that it 
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is tte practice in certain Eailways to start work when they can get the land 
with tke consent of tke owners and tlie local civil autliorities but before tbe 
acquisition proceedings are concluded. 

Mr. Shervani. — ^Do they do it under a contract ? 

Mr. Ran. — ^By acquiescence of tbe owner and tbe civil autborities before 
tbe final acquisition proceedings are quite complete. 

Mr. Neogy. — ^Was that tbe position in this case, that tbe owners bad 
agreed and it was only tbe Local Government that came in the way ? 

Mr. Rail. — Tbe Local Government finally came in tbe way, I am told, for 
some political reasons. 

Mr. Roy. — Is it not a fact that before you acquire any land you issue 
a notification in tbe Local Gazette ? 

Mr. Rau. — Tbe notification must have been issued. It is issued straight- 
away. 

ilfr. Neogy. — Is it not a fact that these notifications comprise more lands ‘ 
than are actually needed ? 

Sir Frederic Gauntlett. — That does not arise out of this case, Mr. Neogy. 

Kumar Ganganand Sinlia. — ^Wbat appears to me in all these cases is that 
we find that tbe District Engineer or tbe culprit retires soon after. 

Chairman. — We have beard the explanation that owing to tbe inadequate 
examining stafi, these cases were not brought to light in time to deal with 
tbe officer. 

Mr. Mitra. — Do tbe Eailway Board agree with tbe opinion of tbe Accoxm- 
tant General that tbe demi-official communication was removed from the 
District file by tbe Deputy Chief Engineer personally ? 

Mr. Rau. — I thought I bad explained that. That is one of tbe points that 
tbe Eailway Administration wanted me to mention. They said that tbe com- 
munication was sent by tbe District Engineer demi-officially to the Chief 
Engineer as authority for bis payment and was not removed by tbe Deputy 
Chief Engineer personally with any ulterior motive. 

Mr. Mitra. — Tbe demi-official was found ? 

Mr. Rau. — Yes. 

Mr. Mitra . — ^Has tbe Deputy Chief Engineer retired ? 

Mr. Rau. — ^Botb tbe Superintendent of Construction and tbe District 
Engineer concerned have left the service. 

Maulvi Mohammad Yahuh. — But tbe Chief Engineer has not retired ? 

Mr. Rau . — The Chief Engineer was not responsible for tbe over-payment. 

Sir Frederic Gauntlett . — He simply ordered tbe amount to be recovered. 
That is not an irregularily. 

Mr. Shervani . — Could you fix the responsibility on any person for the 
alteration of tbe book ? 
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Mr. iEcM.— The Superintendent of Construction altered the book. He 
was responsible for it. 

Mr. Miira. — In the second paragraph it is said : “ records but 

which were not available at the inspection.” Have you made any enquiry 
about that ? 

Mr. Rau. — ^No. The Agent has been told that any documents that the 
Inspecting Officer asks for should be made available. 

Mr. Miira. — It is said here, “ On re-examining records it was found 
that an item had been twice paid for.” How could they put in this remark ? 
From that, I infer that some papers were not available for inspection. 

Mr. Rau. — May I draw your attention to the last sentence ? “ The Company 
has been asked to make all records available for fmther investigation by the 
Government Examiner.” The Government Examiner did not tell me that 
any records were refused to him. 

Mr. Miira. — You read this second paragraph. It is clear that some 
papers were not available, because it is stated that on re-examination it was 
found that an item had been twice paid for. 

ilfr. Rau . — It was for that reason I take it that the company was asked 
to make all records available for examination and the Government Examiner 
did not compalm that the records had been withheld from him. 

Chairman. — ^YTiat do you say about the Accountant General’s remarks ? 

Sir Frederic Gauntleit. — The inference to be drawn from the two statements 
is that all the further documents were supplied to the Government Examiner 
and he foimd nothing in these doemnents worthy of further comment. 

Chairman. — There were still some documents which had been in existence 
at some time which were not available to the Examiner. 

Sir Frederic Gauntleit . — YTien he first went to inspect them, the Agent 
was told that aU the documents were to be made available. He has seen 
these documents aud he has no further comments to offer. It is true that the 
documents were not made available to him at first. 

Mr. Rau. — It is possible that at the time of the inspection these documents 
were not really there. They might have been at the Chief Engineer’s Office. 
I do not Imow it as a matter of fact, but it is quite possible. 

Maulvi Mohammad Yahuh. — Are you aware that thej^ were shown to 
him, or is it onh’ an inference ? 

Sir Frederic Gauntleit. — I assume that the Government Examiner has a 
certain modicum of ability. He has seen these reports and he makes a definite 
statement that they have been shown to him. If they had not been shown 
to him I assume that he must have informed us. 

Mr. Miira. — Then in all fairness to the railway I thinlc these remarks 
should be withdrawn and he should say that he is satisfied. 

Sir Frederic Gauntleit. — I have already explained that we simply put 
before you the evidence we have and it is for the Committee to form a 
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judgment. If the Committee thinlcs that it is only fair to say that the papers 
have been produced I should be only too glad to accept that. 

Chairman.— 1 entirely agree -with hlr. Mitra’s comment on this paragraph. 
There is nothing in it to show us that the documents which were commented 
on in the earlier sentence as not having been available did become available 
as a result of that subsequent request. 

Kumar Gnnganand 5f??7z«.— There is one little point. How could the 
Bihar Government interfere in your construction ? 

Mr. Ran. — Because the construction was in Bihar, 

K%imar Ganganand SinJia. — Then can the provincial Governments inter- 
fere with the constiiiction ? 

Mr. Ran. — They can tell us to go slower in this matter if the question 
raises serious political complications, and we try to oblige them. 

Mr. Das. — Did you examine the Chief Engineer of the Bengal Nagpur 
Eailway. 

Mr. Ran. — Yes, Ulr. Alc.xander was present all the time. 

Mr. Das. — He was the man that you lent from the Railway Board ? 

Mr. Ran. — I thinlc he was formerly in State Railways. Th.at was before 
I joined the Railway Board. I thinlc he is still on foreign serAuce. 

Mr. Das. — So he is an experienced man ? In 1924-25 he did not exercise 
proper control over his stall ? 

ilfr. Ran. — The Supcrinl endent of Con.stmction is a responsible man him- 
self. 

Mr. Das. — Yes, but subject to the control of the Chief Engineer. 

Mr. Ran. — When the Clhef Engineer saAV all the facts of the case appa- 
rently what he did was to recoA'cr some money from the contractor. 

Mr. Das. — Is it not a fact that new schemes arc carried out even by com- 
pany-managed railways and certain engineers from the Railway Board super-, 
vise these Avorks ? 

Mr. Ran. — No, Ave do not exercise any supervision. 

Maidvi Mohammad Yahib. — Does llie fact that he realised some money 
from the contractor absolve him from all responsibility for lack of control 1 

Mr. Ran. — I could not say from my inquiries into this matter that the 
Chief Engineer was lacking in control. The whole point is that so far as I 
can discover the payments Avere reasonable payments to the contractor. The 
chief irregularity Avas in the manner of shoAving them in the accoAints. 

Maidvi Mohammad Yahub. — Do you not tliink that this irregularity Avas 
objectionable ? 

Mr. Ran. — ^Yes, it is a serious irregularity. 

Chairman. — And if he foimd it out before the Deputy Chief Engineer 
retired he would haA^e taken serious action. I think we haA^’e now got all that 
is necessary AAibh regard to that particular item. 
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Mr. SJiervani. — Sir, I want to ask Mr. Ran about the advisability of 
proceeding criminally against one of these people at least, because paragraph 
6 is a clear case of forgery. If you are satisfied, — as you say you are, — that it 
was the Deputy Chief Engineer who altered the books, then it is a clear 
case of forgery and can we not have criminal proceedings against some of these 
fellows who consider themseh'-es immune from it after retirement ? 

. Rau. — -I do not think a crmunal prosecution would lie in this case. 

3Ir. Shervani. — ^Why ? There has been an alteration in this book which 
can be traced to the Chief Engineer ! 

31r. Rau. — ^But how can it be a forgery ? 

Chairman. — I thinlc we are not competent to discuss tlie legal point. If 
you want to raise the point the first step would be to refer to the Law Member 
the question whether criminal proceedings could have been taken. I think 
it is an interesting point, but it is too late now, 

3Iaulvi Mohammad Yakub. — Have you consulted any legal authority 
about any or all of these cases ? 

ilfr. Rau. — ^No. 

31aulvi 3Iohammad Yakub. — Are you still considering the propriety of 
referring these matters for legal advice ? 

Mr. Rau. — I have not thought of that. 

Chairman. — ^Lei us put to the Law Member just a simple question giving 
him the facts and asking liim whether in the circumstances criminal proceed- 
ings would have been possible. 

Sir Frederic Gaunilett.—l thinlc that the attitude of this Committee to- 
wards disciplinary action should be devoted almost entirely to the future 
rather than to individual cases that come up before us. I think it would be 
quite competent for the Committee to say that it %aews the circumstances of 
this case as very serious and considers that if such cases were to arise in 
future exemplar)'^ disciplinary action ought to be taken. 

Chairman. — Eor the information of the Committee when dealing with 
future cases it would be interesting to know whether criminal proceedings 
could ha ve been taken in a case of this kind. I suggest that we could usefully 
obtain that information. 

751. 3ir. Rau. — Item 9, page 89. — ^The Railway Administration admits 
that there was lack of judgment in the matter of the purchase of the bungalows 
and the price paid for them. It was explained that it was only after the 
dismantlement of the roofs that the exact condition of the buildings could be 
ascertained and it could be foimd that one of the bungalows was not worth ^ 
repairing and was of a design which did not lend itself to reconstruction. 

It was moreover stated that as soon as the bungalows were completely 
renovated, one of them was occupied while the other was lent to the Gr. I. P. 
Railway at their request. It has since been replaced at the disposal of the 
Bengal Nagpur Railway by the Gr. I. P. Railway and is now occnpied by an 
ofiicial of the'B. N. Railway. 
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Chairman. — ^What about tbe three special points to which our attention 
has been drawn ? 

Mr. Ran. — The whole thing was that the railway administration admit 
that they made a mistake in purchasing the bungalows at aU without going 
carefully into the matter. 

Maulvi Mohammad, YaTciih . — Do you consider it satisfactory ? 

Mr. Rau . — I agree with the railway administration that there was a lack 
of judgment in the matter. 

Colonel Gidney. — ^l(\^hat disciplinary action was taken ? 

Mr. Rau. — ^No disciplinary action was taken. 

Chairman. — Who was the ofiScer responsible ? 

Mr. Rau. — Probabl}'’ the local District Engineer. 

Kumar Ganganand Sinha . — The explanation that you have just read out 
only answers the second of the three points mentioned. What about the other 
two points ? 

Mr. Rau. — If you want further infoimation I will read out the letter of 
the Agent on this point — 

“ I do not agree with tlie Deputy Accountant General when he states 
that the procedure which was adopted resulted in the Eailway 
paying for the property far more than its actual value. In the 
first place if he is basing liis remark on the estimate of 
Es. 60,000 said to have been supplied by the Civil Authorities 
in 1923, I am of opinion that there must be some mistake as 
this price represents only Es. 60 per cottah which in my opinion 
is far below the market value of land of this class at Nagpur 
at the date of acquisition. The value of the land taken in the 
estimate represents Es. 116 per cottah which is a fair and reason- 
able figui’e.” 

“ As regards point No. 2, I am imable to trace how the Accoimtant 
General arrived at the figure of Es. 98,072 which he states was 
a net loss on the property.” 

“ As regards the second portion of this paragraph the division of the 
Es. 1,75,000 in the original estimate was made some time prior 
to the property coming into the possession of the Eailway and 
it was only after the property had been handed over that it was 
possible to dismantle the roofs and thoroughly examine the 
condition of the buildings ” 

“ As regards point No. 3, 1 am unable to trace the remarks, mentioned 
by the Accountant General, that there was no particular neces- 
sity for the bimgalows on the ridge. The facts of the case are 
that as soon as the bimgalows were completely renovated one 
of them was occupied but while arrangements were being made 
to occupy the other bungalow I was approached by the Agent, 
Great Indian Peninsula Eailway for the lease of the bungalow 
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to that Railway for the use of their Resident Engineer. This 
I agreed to do pending the completion of negotiations for the 
sale of the Takli bungalows mentioned in paragraph 2 of the 
enclosme to this office letter No. 14743, dated 2nd August 
1922. These bungalows have now been sold and the ones on 
the Ridge occupied by officials of this Railway.” 

Mr, Neogy. — Are such instances of departure from the normal land ac- 
quisition procedure common in the railways ? "^^ffiat is the policy of the Rail- 
way Board in this matter. 

• Mr. Bau. — The policy is that ordinarily the rule should be observed. 

Mr. Neogy. — And that land should as a matter of rule be acqmred only 
through the civil departments ? 

Mr. Bau. — Quite so, unless of course you find in any particular case that 
it would be more economical to buy by private negotiation. 

Mr. Neogy. — l^Tiat in your opinion shoidd be the status of the officers 
who should decide this particular point — as to whether an informal sort of 
procedure should be followed ? 

Mr. Bau. — I take it that if informal juocedm’e is adopted and a man 
negotiates privately, he should take the orders of the Chief Engineer. I 
would not allow anybody to do it except the Chief Engineer. 

Sir Frederic Gauntlett. — I think the answer to that question is contained 
in the first five lines of the paragraph. These estimates were sanctioned by 
the Railway Board itself and I am afraid the Railway Board has to saddle 
■ the responsibility. 

Maulvi Mohammad Yakub. — "V^Tiat steps have you taken against this 
man ? 

Mr. Ba^l . — We shall probably ask the Agent to consider disciplinary 
action. 

Maulvi Mohammad Yakub. — ^You have not yet asked him 1 

Mr. Bau. — have not taken final action in any of these cases yet. 

' Mr. Boy. — ^Have you got any standard rules of any land regulating the 
purchase and acquisition of properties by the railways ? 

Mr. Bau. — There are definite land acquisition rules. 

Mr. Boy. — Are there any 'special set of instructions given to the Agents 
by the Railway Board ? 

Mr. Bau. — 1 think there arc rules on the point. 

Mr. Neogy. — ^In this particular case, when they asked for your sanction,, 
why did you inform them that they could piuchase this land without going 
through the usual procedure ? 

Mr. Bau. — could not say that. 

Chairman. — I thinlc we would like to have some more information about 
this. The difficulty of taking disciplinary action in this case is increased by 
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-the fact that as far as the purchase of the land was concerned it was sanctioned 
by the Eailway Board. 

Kumar Ganganand Sinha. — -Were you aware of the facts mentioned in 
point (in) at page 90 ? 

Mr. Rau. — ^^Ve were not aware of the facts mentioned in (w) and (m) 
when the case came to us. 

Chairman. — It seems to me that the responsibility for the departure from 
the usual procedure lies with the Eailway Board and we should like to know 
in what circumstances they sanctioned it. We do not know who the officer 
responsible was or whether any action was taken against him. Nothing that 
you have told us has thrown any light on this matter. 

Mr. Rau. — AVith regard to the circmnstances in which the sanction of the 
Eailway Board was given I have not got the papers with me just at present, 
hut if you will kindly give me time till the afternoon I hope I will be able to 
explain. I must have papers about it in the office. 

Kumar Ganganand Sinha. — The most serious thing is contained in point 

(Hi). 

Mr. Rau. — I understand that the bungalows are occupied now. As soon 
as the bungalows were completely renovated one of them was occupied while 
the other was made over to the G. I.P. Eailway for occupation by their officers 

Colonel Gidneg. — AATien did you come to Icnow of this incident ? 

ilfr. Rau — Last year. 

Colonel Gidneg. — And this happened in 1925 1 

ilfr. Rau . — No, in 1922. 

Sir Frederic Gaimtlelt. — I suggest that the responsibility rests with the 
Eailway Board unless the,y can show that there was deliberate misrepresenta- 
tion of the facts on which sanction was obtained. 

Mr. Rau. — would prefer to answer these questions in the afternoon. 

Mr. Burdon. — I would just like to say one word about this matter. In 
recent years the Army Department have draum up a most elaborate and 
modern set of niles which regulate the acquisition, custody and relinquish- 
ment of State lands by the military authorities ; and in these rules, amongst 
other things, the point that Mr. Neog}'' has taken has been very carefully 
covered, that is, the status of the officer has been described who is authorised 
to imdertake land acquisition proceedings. I suggest that it might be of 
advantage to the Financial Commissioner to have a look at those rules. 

Mr. JDas. — It is not a case only of punishing the officer through whom so 
much money was lost, but if a company-managed railway incurs extra expendi- 
ture by not observing the rules sanctioned by the Eailway Board, then that 
sum would be debited to the share of the surplus profit of the company-managed 
railway. 

Chairman. — ^I think we wiU postpone consideration of that case now. 
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Mr. Shervani . — I sliould. like to know the dates when the sanction was 
given and when the matter was referred to the civil authorities. 

Mr. Rau . — I will give the information in the afternoon. 

752. Mr. Rau. — Item 11 — qiage 90. — ^As was explained by Mr. Parsons last 
year, the Chief Engineer who objected was the Chief Engineer of the Burma 
Eailways which was not a member of the Group. The railways who formed the 
Group thought that a long-term contract was desirable because it was difficult 
to get sleepers cheaply from Burma unless at least a three years contract was 
given. The firm of contractors had fulfilled previous contracts to the satis- 
faction of the three railways who were parties to the contract. 

2. As desired by the Committee last year, I have tried to obtain further 
information from the Chief Engineer of the Bengal Nagpur Railway who is the 
President of the Eastern Group of Sleeper Control as constituted at present. 
I should make it clear that the fraud was committed long before the present 
President (Mr. Alexander) joined the Bengal Nagpur Railway and before the 
formation of the present sleeper control. 

3. It has been explained by the President that the contracts in question 
provided for delivery of passed sleepers, c. i. f. Calcutta, and the Contractor 
had therefore to retain possession of the sleepers that had been passed until 
he de'=patched them to Calcutta.- I do not agree with this because I could see 
nothing in the contract to justify the contention that the contractor had to 
retain possession of the sleepers that had been passed imtil he despatched 
them to Calcutta. This has been thought to follow from the fact that the rate 
charged by him was for delivery at Calcutta and was inclusive of the cost of 
moving the sleepers to Rangoon, transhipping them to steamers at Rangoon,, 
sea freight and insurance to Calcutta, but there is no reason why the Railway 
should have handed back the jjassed sleepers to the contractor which might be 
taken as showing a want of o dina y prudence. They should have arranged for 
the despatch charging the contractor the actual cost on an agreed basis. But on 
the other hand there is the fact that there was no reason at the commencement 
to suspect the contractor who had fulfilled previous contracts in a satisfactory 
manner. The President goes on to say that the fraud could not be attributed to 
any clause in the contract connected with shipment but entirely to the fact 
that a fcadulent contractor removed passing brands from sleepers that had been 
passed and put these slee’pers up again and again for inspection, and in the 
meanwhile despatched other unpassed sleepers with fraudulent brands to make 
up the number. that were actually passed, and the officers who were inspecting 
and passing these sleepers were officers of the Burma Railways who had their 
other normal duties to perform and were pas ing sleepers in their spare time 
only. They could not therefore reasonably be expected to devo'e sufficient 
time and attention to arre t a then unsuspected fraud. These officers left the 
se vice of the Burma Railways some years ago and before the fraud came to 
light. 

L I j is rmderstood that a .fraud of some kind was .suspected when conti- 
nuous adverse reports on the quali y of the sleepers which were delivered 
as passed were received from consignees. The exact date when suspicion 
was aroused cannot be tated now but is placed about December 1921 when 
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payment of tlie contractor’s bills -was suspended. Reports of bad sleepers 
were first received in August 1921 and continued to be received up to Eebruary 
1922. Proof strong enough to lay a criminal suit was not however found till 
about the middle of 1923 though in the meantime, and since the formation 
of the sleeper control in February 1922 and the appointment of a whole-time 
passing officer in Bu ma the quality of the sleepers was greatly improved be- 
cause the contractor foimd that a careful watch was being kept on deliveries at 
both ports. 

5. After careful investigation the Railway Board have come to the con- 
clusion hat no further action at present is likely to be of any use. 

ilfr. Neogy. — ^IVIay I Icnow why is it that this case came to light in connec- 
tion with the Bengal Nagpur accounts ? The Agents of the Sleeper Pool 
arrangement in this particular matter were the Burma Railways. 

Mr. Rau. — They acted as agents of the Sleeper Control system and the 
President of the Sleeper Control was the Chief Engineer of the Bengal Nagpur 
Railway. This is not a Bengal Nagpur Railway fraud at all. 

Sir Frederic Gauntlett. — It is a fraud on the whole pool. 

Mr. Rau. — The people primarily responsible were the Burma Railway 
people who were employed by the Sleeper Control. 

Mr. Neogy. — Under the present pool system, the purchasing system need 
not be interested in the purchase at all. Is that not so 1 In this particular 
case, for instance, although the Burma Railways were acting as agents for the 
entire pool system, they were not interested in it ? And therefore you cannot 
expect a particular railway which is not interested in the purchase to /Exercise 
that amount of control which is necessary in such cases ? From that point 
of view is not the whole system defective ? 

Mr. Rau. — The present system is quite different. 

Sir Frederic Gauntlett. — But surely, Mr. Rau, if the Railway act as agents 
they are paid for the work ? 

Mr. Rail. — I think the officers who did the work in their spare time must 
■ have been paid for it. 

Chairman. — Will you please tell us what exactly the present system is ? 

ilfr. Rau. — I understand there are five sleeper groups at present — the 
northern, the central, Terai, eastern and southern : the sleepers are purchased 
by each group ; there is a conference of the railways concerned and so many 
sleepers are allotted to the difierent railways every year by the Railway Board 
in consultation with the members of the various groups ; the groups have 
contracts with various firms and Indian states and in some cases the sleepers 
are obtained from Grovernment orests ; and the sleepers are tested mostly by 
the forest officers. 

ilfr. Neogy. — But what difference has there been in the system in order 
to ensure greater control in these matters in future ? 

ilfr. Rau. — ^Each group buys its own sleepers and arranges for its own 
testing. 
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Mr. Neogy. — is the macliinery for testing 1 

Mr. Rau. — ^Mostly the forest officers of the local governments ; they know 
the requirements of the railways, 

Mr. Neogy. — ^But how do you safeguard against such frauds 1 

ilfr. Rau. — Once the sleeper is tested and passed, I believe it goes into 
the custody of the railway group which supervises that process on behalf of 
the railways. 

Maulvi Abdul Matin GJiaudhury. — ^Are the railways directly represented 
at that place where the sleepers are passed or do you depend merely on the 
provincial officers who are not directly responsible ? 

3Ir. Rau. — So far as the testing goes, we depend on the forest officers ; 
after that it must come into our custody. 

Chairman. — ^Mr. Neogy’s point is this : there are two things : first of all, 
bad sleepers ; and secondly, sleepers that might have been passed being subse- 
quently tampered with, as in the present case. As regards the first, the forest 
officer passes the sleepers and at once they are taken over by the railways ; 
now, who is responsible for ensuring that nothing but the good sleepers which 
have been passed are allowed on to the railway and sent off to their destina- 
tions ? Is it the agent for the group who takes delivery of the sleepers and 
sees to their despatch or does the group employ the railway management 
that happens to be there on the spot ? 

Sir Frederic Gaunthtt. — ^Does the sleeper pass into the store account and if 
so, at what point ? 

Ohairtnan. — I do not think that will quite answer the point: it may be 
some time before it passes into the store account of individual railways. 

3Ir. Neogy. — Is delivery taken on behalf of the pool or on behalf of the 
individual railways pro raia ? 

3Ir. Rau. — ^I could not tell you exactly what is the detailed procedure, 
but I can get you the information and place a memorandum before the Com- 
mittee on that point. 

Chairman. — I think we shall have to be satisfied with that at present. 

3Ir. Roy. — There are two questions : one is, a standard set of rules for 
sleepers purchase and the other, public tenders. 

3Ir. Rau.— Yes, and the exact procedure by which sleepers are taken over 
by the railways. 

Maulvi Mohammad Yakub. — Are you not replacing these wooden sleepers 
by iron sleepers ? 

3dr. Rau. — ^As a matter of fact we are using all three, wooden, steel and 
cast iron. 

Sir Frederic Gaunthtt. — ^Might I raise a general point ? There should be 
particular scrutiny of the bonafides of contractors to whom such very large and 
important contracts are entrusted. We have the fact here that the Agent of 
the Burma Eailways warned the Pool that the man was unsatisfactory. 
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3Ir. Bau . — But I understand that the firm had fulfilled previous contracts 
to the satisfaction of the railways who were parties to the contract. 

Sir Frederic Gauntlett . — woTild merely say to that that the man on the 
spot probably had more intimate and detailed knowledge than the railways had 
in India. 

Mr. Ran . — Then he was doubly to blame for not taking more effective 
precautions against bad sleepers passing. 

Mr. Skervani . — Is any security system in force so far as these contractors 
are concerned ? 

Mr. Bau . — The usual security is taken. I think it is 6 per cent, but I am 
not quite sure ; I do not Icnow whether it was taken in this particular case. 

Mr. Mitra . — That it was not taken is clear because the amount could not 
be recovered. 

Chairman. — 1 think we might ask you to put in the reasons why security 
was not taken in the present case and also the present rules on the subject. 
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Evidence taken at the fourteenth meeting of the Public 
Accounts Committee held on Thursday, the 22nd 
August 1929, at 2-15 p. m. 


Present ; 

(1) The Hon’ble Sir George Schuster, Gliairmav, 

(2) Mr. T. A. K. Shervani, 

(3) Mr. B. Das, 

(4) Mr. S. C. Mitra, 

(6) Kiunar Ganganand Sinha, 

(6) Maulvi Abdul Matin Chaudhury, 

(7) Mr. K. C. Neogy, 

(8) Maulvi Mohammad Yakub, 

(9) Lieutenant-Colonel H. A. J. Gidney, 

(10) Mr. K. C. Eoy, 

(11) Sir Frederic Gauntlett, Auditor General, 

(12) The Honourable Mr. E. Burdon, Financial Secretary, 

(13) lyir. G. ICaula, Director of Railway Audit, 

(14) Mr. B. Nehru, Deputy Auditor General, 

Mr; P. R. Rau, Financial Commissioner, Railways, 

Mr. W. H. Scott, Controller of Railway Accounts, 

Mr. J. A. Tower, Director of Finance, Railways, 

763. ilfr. Rau. — Item 12, Page 91. — I can say that now particular care is 
taken to see that new items of rolling stock are provided for as additions over 
renewals when similar stock has been condemned as unfit for renewals. The 
Railway Board’s policy in this matter was stated by Sir Clement Hindley in 
1924-25 that renewals should take precedence over additions. I might perhaps 
explain to the Committee that we were nOt so very careful about the precedence 
of renewals over additions before. The question was more one of funds. I 
understand, — of course I was not at the time in the Railway Board — that the 
Railway Board every time considered whether it was more expedient to charge 
a particular item of rolling stock as an addition or as a renewal. It all 
depended on whether they had a larger grant for program m e revenue or for 
capital. They were anxious that the traffic should be carried and that the work- 
shops should be kept fully occupied. That was the old arrangement, but after 
the separation when we got a depreciation fund which provides for all renewals, 
we can insist that every item of rolling stock which has been scrapped and con- 
denmed as unfit for use should be first replaced, and it is only after every such 
item is replaced that additions should be sanctioned. 

Chairman. — I don’t quite see how the separation has affected the Bengal 
Nagpur Railway ? 

Mr. Rau. — We have got plenty of money under the depreciation fimd so 
far as Government fimds are concerned. The point is, there are fimds at our 
disposal and we can provide the money, though, so far as they are concerned, 
it goes from their revenue : we have got the money for it. 
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Chairni'in . — On wliat basis do you calculate the working - expenses ? 

Mr. Ban. — ^That has remained the same as in the past ; there has been no 
change whatever. But formerly it sometimes happened that we had to provide 
the whole money for programme revenuc.for all Railways for renewals and re- 
placements. "i^Tienever revenue grant was particularly tight and we had more 
funds under Capital, then it was considered expedient to take it as an addition. 

Chairman. — This was done, to suit -the Government.? 

Mr. Ban. — That was the practice in the old ^days. 

Mr. Neogy. — Which period are you referring to ? 

3Ir. Ban. — ^A' long time before the separation came into force, I under^ 
stand, that was the practice. 

Chaiiman. — I thought that was to the detriment of the Government under 
the terms of the agreement ? 

3ir. Ban. — That is so, Sir. 

Chairman. — "Why did the Government arrange the thing to be done to its 
own detriment ? 

Mr. Ban. — I imderstand that was because they could not find the -money 
from revenue. 

Mr. Neogg. — ^This raises a very big question . It will be remembered^that 
the question of replacements and renewals was. gone into by the Acworth 
Committee, and in paragraphs 70 and 71 they had to deal udth this question. 
They say that “ during the later war years a good deal of replacements and 
renewals which normally ought to have been provided out of the revenues were 

allowed to remain in abeyance The direct result of that was 

that, so far as the company-managed Railways were concerned, their profits 
got inflated unnaturally and 'a portion of that was distributed as dividend or 
rather surplus profits as between the Government and the company. Now, 
dealing with this question the Acworth Committee observed that the Great ' 
War is an explanation and not an excuse for many of the practices. Later 

on they observe that the policy of undue postponement ‘ 

and not merely the exigencies of the war period ”, and this 

observation relates not merely to Company lines -but to State lines as well. 
What happened in the past was that in the financial exigencies of the Govern- 
ment of India, they used to defer these ver}'- necessary items of expenditure for 
the pirrpose of enabling the Rinance Member to appropriate for purposes of the 
general revenues as much out of the Railways as possible, and this was one of 
the main defects which the scheme of separation was intended to remove. 

Chairman. — I was dealing really with a particular case of company-owned 
line which works under a contract v/ith the Government. I should like to 
know whether the shareholders benefit by the fact that the nett profits are made 
to appear larger than what they are 

3Ir. Neogg. — ^As a matter of fact, we find that the company representa- 
tives were prevented by Government themselves from putting forward extra 
money into Reserves. They had to be distributed as profits under the orders 
of the Government it seems. 
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Sir Frederic Gauiitletf. — explain, Sir, that this paragraph merely 
brings the practice on the Bengal Nagpiir Bailway'iipto date. It follows on 
what has appeared in the Acworth Committee Report. When the renewals or 
replacements became a matter of extreme urgency, then Government agreed - 
that it should 

Mr. Neogy.' — special grant of 160 crores was provided for the purpose of 
overtaking these renewals and replacements. That particular programme 
was subsequently modified. 

Sir Frederic Gauntlett. — I should like to point out that this is a matter of ■ 
very great importance, because the Railway Board has quite deliberately 
thrown over the principles of correct accounting in order to meet the exigen- 
cies of the ways and means position with the result that they deliberately gave 
the company more profits during those years. 

Mr. Rau. — At 'the same time there was a larger amount available for* 
Government shareholders. ’ 

Mr. Mitra. — When the 'time comes for the purchase of these lines, should 
we have to pay more. ? 

Mr. Rau. — We don’t have to pay more. 

Chairman. — According to the terms of the purchase, because the property' 
has not been kept up properly,* should we have to pay more or father should we' 
be acquiring an asset which would be worthless than it would have been if 
proper principles had been followed ? 

Mr. Rau. — The contract comes to an'end 'in 1950 ; there are 20 years 'more 
to run. 

Chairman. — ^What are the terms of the purchase ? 

Mr: jSau;— The terms are as follows : — 

“ If this contract shalllie terihinated (under any previous provision here, ' 
of) then at 'the time when ’the 'same shall so terihinate the Secre- 
tary of State shall out of the revenues of India pay to the Coni- 
pany in-sterling money in London an amount equal to so much 
of the Slim of £3,000,000 mentioned in the 36th section of this' 
contract as shall have be'en paid or satisfied by the Company in 
conformity 'with this contract and also (so much of the aggregate 
of such sums of money if any as shall have been paid by the 
Company into the Bank of England to the credit of the Secretary 
of State under the powers 'or provisions of the 38th section of this 
contract as shall be represented by share capital), ^an^ sum or 
sums which shall have been paid up or credited as paid-up on any 
ordinary capital of the Company issued with the sanction of the ‘ 
Secretary of State for the purpose of providing money required 
for capital expenditure on the undertaking other than any sum' 
or sums paid by way of permiums on any such issue. Prdvided 
nevertheless 'that the Company shall not be entitled under this ' 
section to receive any money unless’ or until it shall in substance 
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have performed and discharged its duties and obligations under 
the 90th section of this contract 

Chairman. — We are definitely going to be worse off because this is an im- 
proper practice. Has it ever been considered that this ought to be put right 1 

Mr. Ran. — This has been put right. 

Chairman. — We have added to the capital money which ought to have been 
found out of revenue ? 

Mr. Ran. — This capital is found by Government so we don't have to pay 
that to the company. 

Chairman. — What about the past ? 

Mr. Ran. — So far as the distributed surplus profits go that is a dead loss. 

Sir Frederic Gaunilett. — Sir, this is a matter wliich has been the sub- 
ject of discussion between the Eailway Board and tlie Auditor General, and 
I found some reluctance on the part of the Railway Board to accept whole- 
heartedly the proposition which Sir Clement Hindley put foru’ard in 1925, and 
I would like the Railway Board to make quite clear their exact policy in this 
matter at the present moment ? 

Mr. Ran. — If I may say so. Sir, I do not klxink there was any reluctance 
on the part of the Eailway Board. There was some delay, no doubt. I 
drafted a letter myself some time ago, wliich is, I believe, with the Director 
of Railway Audit, because there "was some question about the exact procedure 
to be followed in the matter of checking these estimates. 

754, Kumar Ganganand Shiha. — ^Please see paragraph 4 at page 92, where 
it is stated that the Railway Board have undertaken an examination and 
a final decision has not yet been arrived at ? 

Mr. Ran. — I think the B. H. Railw’ay has accepted the position, and at 
the time when the programmes were considered, particular care was taken 
to see that there was no outstanding stock before we sanctioned additions, 
and even after the programme was sanctioned we made it perfectly clear 
when we sanctioned the programme that we sanctioned only the construction 
of that particular -work. As to the allocation of the cost between revenue 
and capital, the Government Examiner or the Chief Auditor has the final 
voice. If he brings the matter to our notice, we will settle it. 

Mr. Neogy. — May I put a few questions in connection W’ith the principle ? 
The Acworth Committee brought this very unsatisfactory slate of affairs, 

Chaiiman. — If you are going to raise the question of principle as applied 
to the whole of the railway undertaking of allocations and depreciation, 
that is a thing which is now before the Sub-Committee of the jbegislative 
Assembly. It is a matter on W'hich I as Einance Member have been going 
very carefully with Mr, Eau, and I don’t think that point arises out of this. 
This is a question between the Government and a company-owned Railway. 

755. Mr. Neogy. — ^What I wanttolmow is this, "What steps have the 
Railway Board taken since to assure themselves that these things do not 
recur in future, particularly with regard to the company-owned lines 1 So 
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far as tlie war period is concerned, of course, the Government themselves 
are a party to this malpractice, if I may use that term, but we find that even 
in the accounts for this year the position in the B. N, Bailway, is very very 
unsatisfactory from this particular point. So what I want to know is, what 
cheek did the Bailway Board exercise to see that the whole of the undertaking 
was kept up to the mark all these years ? 

Mr. Rau. — This was a special thing. The matter was brought to our 
notice before this Beport appeared by the Accoimtant General for Bailways 
some time in 1926. Since then I think we have been particularly careful. 
In 1927 we had a special meeting with the Managing Director and Agent of 
the B. N. Bailway, and I think we have come to an understanding with them. 

Mr. Neogy. — ^Did the Bailway Board ever depute an ofi&cer of its own 
to find out the real state of afitairs ? 

Mr. Rau. — ^We have an officer on the spot, the Government Examiner 
of Accounts. 

Mr. Neogy. — ^What about the technical aspect of the examination, who 
is to see whether the stock is kept in good condition and such like things ? 

Mr. Rau. — There is the Senior Government Inspector who goes over the 

line. 

Mr. Neogy. — Is not the staff at his disposal adequate enough.? 

Mr. Rau. — I don’t think that the Bailway Board ever made special arrange- 
ments for the inspection of the B. N. Bailway. 

Mr. Neogy. — This particular Note refers to certain things that have 
been condemned — by whom ? Did the Acworth Committee condemn them % 

Mr. Rau. — ^No, they must have been condemned by the Administra- 
tion. 

Mr. Neogy. — Is there any record kept in the Bailway Board to show 
what the activities of the Government Inspector were so far as the B. N. 
Bailway stock was concerned ? 

Mr. Rau. — I must have notice of that question. 

Chairman. — Can you tell us this. If for a number of years insufficient 
allocation for renewals has been made from revenue, the chances are that the 
total value of the assets would have dropped down considerably below that 
of the nominal capital, and supposing we had an examination on valuation 
of the B. N. Bailway undertaking, do you think that we shall find that the 
total value of the assets was very appreciably below the nominal capital 
which we have got to pay when we take the Bailway over ? 

Mr. Rau. — ^It is just possible that at this particular moment it might be 
so, but within the next 20 years we hope to set matters right. Formerly the 
amount that was set apart by the B. N. Bailway for renewals and replace- 
ments was in the neighbourhood of 30 and 50 lakhs. This year they are 
providing 200 lakhs from revenue. Another thing we have to remember 
is that we guarantee them a return of 3| per cent, on their capital. It might 
happen, if we go on at a too rapid pace in this matter, we might have to bear 
the cost of the renewals imder our guarantee. 
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Cliairman.—Wisd, liapj^ens when take over the 'Railway? '-'WQuld 
we recover anything ? 

Mr. Rail. — We will have to, pay them,, only their ;share cajhtal. 

■X%>Q.:Mr.-JDas. — I want to .pnt a iew. .questions andiI,should like,to.go 
back to the period before the separation. "What control did. the,.Jlailway 
,,, Board, exercise to, see tl]at the taxpayer], did, ,not .lose .money and the B. N. 
.Railway did not, derive, a,la;rge. jshare of .the. surplus p,rofitsby charging, thrae 
j^items to the ; Capital .account ? 

iMr.^Ran . — To the best of my recollection the separation was sanctioned 
.!.in.l924. :This matter was brought to notice in 1926,- and I think,. thahin 
,,,July. 1927 the. Railway, Board/told the lAgpnt of the B.-N. Raihyay .definitely 
that we Avould not agree to additions while there -was stock that was awaij^ng 
renewal. 

ilfr. Das. — You are now laying the whole blame on the= .Goyemmiint 
.Examiner of Accounts? You ,had no machinery to properly control the 
Company-managed .Raihyays ? 

■Mr. i2aM.— It.rnrist. have been due to the fact that the staff of the Govern- 
ment Examiner of Railways was inadequate. 

Mr. Das. — ^Apparently the Railway Board i had no other ; rqachinery. 
"What was your Budget officer doing ? 

Mr. Rau. — If the allocation is agreed upon between the Agent and the 
. Government Examiner, that is accepted by the Railway Board. We ,do not 
' go into allocation at all. 

Mr. Da ^. — What was yoxrr Budget Officer doing ? He allowed sums 
which were to be debited to replacement account to Capital ? 

Mr.;Rau . — The Budget Officer doesmot allow anjdhing at all ; he cannot 
do anything of the sort. 

Chairman. — Don’t you, go into the question of allocation when the 
Budget estimates are prepared ? 

Mr. .Rau . — No ; at the, time of considering the programmes. We haye 
' now got .special machinery by which we get information from all Railways 
, as to the rolling stock on the lines, how much of it is over 35 years old, what, is 
,the proportion awaiting renewals and so on, and we check that information 
- with the proposals, of the Agents for additional rolling stock. iWe are gradu- 
ally improving our system. 

Chairman. — ^Would your .Budget Officer now be able to .check this form of 
,, appropriation at the. time when .the Budget estimates come, in ? 

Mr.' Rau . — ^Not the Budget Officer. 'YTien the Board discuss the pro- 
'.’gramrnes-with the Agents, the procedure is that the Directors of Einance 
-^and Civil Engineering as also of -Mechanical Engineering go through the 
. programmes first and bring- to the notice of the Board any case in '^which 
.. ey consider , that it has not been proved that the rolling stock ought -to 
be taken as an addition. 
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Sn 'Fredenci.GaimtkU.—Ma.y' I.,mtervenei at. this -stage for a. moment? 
^iThe first time that it ias -been suggested that the Government Exa m i n er ..of 
Accoimts was at fault\was ,by you about 3 :or 4 minutes .ago. „ I-suggest .that 
since you have -given a complete, answer which shows the exact responsibility 
' of the Government Examiner, .the responsibilit}^ ultimately -comes 'back to 
the Eailway Board. The, point is this. The accounting authorities .’are 
responsible for allocation on .the facts presented to them,- and the" fact presented 
to the Government' Examiner in the' first place was that these' were additions 
and therefore they had to be met from Capital. It is only ■ because -we 
'•have gradually come'to the view that the orders passedby the Eailway Board 
are not correct'that we-have challenged the attitude which the. Eailway [Board 
•had been adopting in this, matter ? 

Mr. Rau. — The question was raised on the B.'B. and C. I. Eailway last 
lyear. We- told them that because a- particular item had been put in as an 
addition in the- rolling-stock programme it was not conclusive evidence that 
the Eailway Board approved it as an addition. As regards the allocation it 
was still entirely at the. discretion of the Accoimts Department to challenge 
any particular allocation. 

Sir Frederic Gauntlett. — That was not the position before. 

Chairman. — Talking about the question of allocation, can you insist 
on the Company-owned Eailways folloiving the same principles as regards 
•what is charged to depreciation and- what is charged to new Capital as we 
propose to adopt on the State-managed Eailways ? 

.Mr., Rau. — ^These proposals are already in force in Company-managed 
.'Eailways. 

Mr. Katda. — Since something has been said about the Government 
“Examiner of Accounts, ! should like to explain what the duty of the Audit is. 
The facts are presented to the Audit in two ways. Annually the Eailway 
•Board indicate after considering the progranune proposals how much should 
■be considered as additional stock and how much as .renewals. Then secondly 
the annual statements are furnished locally by the Eailway Administrations 
giving the number of wagons of each class in existence, the number to be added 
to, the number to be removed and declared as surplus and so on. The Audit 
Department has no voice in the examination of the statements which are 
prepared by the Statistical Department. Eecently at a meeting • which 
' assembled here under the order of the Eailway Board it came to light that 
although those statements had issued under the signature of the Accounts 
Officer, that officer accepted no -responsibility. This is the kind of facts on 
which the Audit is conducted. 

Mr. Scott. — I thinlc the whole facts* of the case should be available to the 
Audit Officers. If all the papers and facts are placed before the Government 
Examiner, he will be much more • responsible for the allocation than sat 
■present. 

Sir Frederic Gauntlett. — But the fundamental position still remains that 
allocation ultimately must be based on the facts as presented to the Government 
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Examiner. Whether he should be given all the papers and allowed to determine 
what are the facts or whether he should rely upon the certificates obtained 
from other people is a matter which we shall have to consider in detail. 

Mr. Scott. — In connection with what hlr. Kaula just said, I do not think 
any Government Examiner or any Chief Auditor of Government would 
accept the programme as sanctioned by the Railway Board as authority for 
final allocation. In any case, the whole facts of the case should be available 
to the Audit Officers. 

Chairman. — It is very helpful to see whether in fact the Audit can rely 
on certain statements or decisions or rulings of the Railway Board as the basis 
or whether they can go back altogether behind them. At any rate, the Railway 
Board’s ruling is not a fact. It is a decision to proceed in a certain way. 

Sir Frederic Gauntleit. — The difficulty arises usually when one particular 
form of vehicle is being replaced by another of a somewhat difierent tj’pe. 

Chairman. — ^But the question realty is, do the Audit Officers get an oppor- 
tunity to get at the real facts ? Mr. Kaula is suggesting that they do not ? 

Sir Frederic Gaiinilett. — I tliink that the Government Examiner should 
make a detailed investigation of every single allocation that comes before 
him 


3Ir. Ran . — Our programmes for 1930-31 are settled by the Railway Board 
in February or March 1929 on the best information available at the time. Bet- 
ween the time the programmes are carried into execution and the time they axe 
sanctioned, so many things might happen, and it would be absolutely impossible 
to adhere to the programme. That is why when the suggestion was raised 
last year we definitely stated that the programme was not to be taken as definite. 
We haA’^e no further check on our Budget. We leaA’’e it entirety to the Accounts 
Officers. 

Mr. Das. — When yom* Budget Officer makes your Budget, does he not 
charge a particular item in respect of a locomoth^e, let us say, on a particular 
Railway to revenue ? 

Mr. Rau . — Yes, it is based on the programme as passed by the Railway 
Board. 

Chairman. — ^Doyou mean to say that the programme for 1930-31 is already 
made up ? It was settled in March in a conference with the Agents. It was 
placed before the Standing Finance Committee in July. 

Sir Frederic Gauntlett . — I suggest that from the statement that Mr. Rau 
has just made it is quite clear that one of the most important duties of the Gov- 
ernment Examiner in future will be to make a reasoned revieAv of the whole of 
the renewals made in each year — do it annually — make a thorough review of 
the whole situation at least once a year. 

Mr. Ran. — We should be very glad if you would do it. We am as anxious 
as the Auditor General to see that the allocation is correct. 

Sir Frederic Gavnth it . — It would follow that all the papers would have to be 
available. I think the Raihvay Board should realise their responsibility for the 
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accuracy of the statement published by the B. N. Eailway. We take no part 
in the production of these statements and the Eailway Board should supervise 
the preparation of these. If they do that, the audit will be fair : not otherwise. 

Ghanman. — I must say I entirely agree with what Sir Frederic said that 
we ought to ensure that no inaccurate appropriations are made but I think the 
Government Examiner ought to be able to rely on the Eailway Board’s state- 
ment to a greater extent than appears to be justifiable, if it is prepared in the 
way that Mr. Eau has just described to us. If the programme for 1930-31 is 
settled in March 1929 on the basis of information supplied in December 1928 
and you make no attempt before the beginning of the financial year 1930-31 to 
revise it, it seems to me that it may be entirely inaccurate. 

Mr. Rav. — Orders are placed for most of the materials we require some time 
in August. That is the special reason why we take the rolling stock programme 
much earlier. 

Ohairman.— Then at the time the orders are placed, it can be revised again. 
It was you who were telling us these facts as an excuse for the statement not 
being accurate. You were calling our attention to the big difference in time 
between 1928-29 when the information was collected and 1930-31 when the 
programme is to be carried out. Now you have reduced the difference very 
much. 

Mr. Ran. — The programmes are discussed in March and the Eailway 
Board makes some alterations. The Agents send a revised programme which is 
placed before the Standing Finance Committee some time in July and immediate- 
ly the Committee has approved the proposals w^e call for tenders or place 
orders. 

Mr. Shervani. — I wanted to know whether from the records you have you 
can ascertain the age and the original price of the old rolling stock. 

Mr. Ran. — ^Not the original price. Our programme mirst show the age — 
how many locomotives are under and how many over 35 years old. The 
original price will be in the records of the Eailways themselves — not of the 
Railway Board. 

Mr. Shervani. — But you can ascertain ? 

Mr. Ran . — Oh yes. Otherwise they can t fix the allocation. 

Mr. Shervani. — Because in the case of the Post and Telegraphs it was not 
possible. 

JIfr. Das. — Sir, I am not satisfied that the Budget Officer of the Eailway 
Board has done his duty in placing the particular orders of wagons in the capital 
and revenue charges at the time of presentation of the budget in the Assembly. 
There are different heads and the budget officer ought to say so many wagons 
on the B. & N. Eailway mil be purchased on the revenue account, so many on 
the capital account, and on that allocation the Government Examiner of 
Accounts will examine the accounts. 

Sir Frederic Gauntlett. — I do support Mr. Das in this, Sir. It seems to me 
that it would be quite impossible that the Railway Board should absolve itself 
of responsibility as to whether a particular order for wagons is or is not a 
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renewal or a replaceraent; whether it is to he regarded as an> addition or merely 
. as a-replacement. I do not see how the Railway Board ican possibly absolve 
.itself of that responsibility. .Anddt theiu /follows, as.Mr.iDas points >out, that 
it becomes the responsibility of the Bi\dget Of&cer to make a fairly accurate 
estimate as to the amount that is to, be provided on the revenue and the papital 
side of the Budget. 

'Mr.iJRau. — lamafraid, I have not .expressed myself quite clearly oir the 
point. iW|hat I am pointing out is that the* Radway /Board doesitake the pri- 
'maryxesponsibility in drafting a programme and saying so many, shall s be rene- 
•\ wals and sq manyadditions, but betw^een the time that approval is given and the 
time the stock is actually delivered and placed on the line circumstancesmight 
change. There might be a smaller or larger ,nmnber of "wagons that, have been 
scrapped and condemned and treated as awaiting renewal. And the allocation 
'of particular carriages and wagons must depend on the particular facts at the 
time. 

Sir Frederic GauntUtt. — I agree. 

Mr. Rau. — So I would not ,say that this .responsibility for the Budget 
is either of the Government Examiner .or .of the .Railway Board but joint. 
The fact that the Railway Board have approved anatem as an addition is not 
conclusive proof, or such that audit ought not to challenge it. 

Sir Frederic Gauntlett. — ^But do you not have an opportunity, of revising 
your differentiation between additions and renewals . some time during the 
year ? 

Mr. Ran. — You will have to have fresh statements from the Railways 
every three months. And even if we revise it at the time of the Budget, that 
would be on facts for say December 1929.. for 1930-31. But even this would 
not be correct. I yould still ~ place on the - Government Examiner,. the 
responsibility of seeing that at the time his stock is taken the figures are revised. 

Sir Frederic Gauntlett. — I wmuld still accept the final responsibility pro- 
vided you accept the initial responsibility. 

Mr. Rail. — The initial responsibility is the Raihvay Board’s. 

757. Chairman. — There is an important point involved. I am looking at 
it from this point of view of the Legislative Assembly when the Railway Budget 
is put before it. It seems to me that the Legislative Assembly gets presented 
with a picture which, on Mr. Rau’s showing, is already out-of-date. Not only 
is it a picture out of date but it represents a commitment which has 
already been undertaken. If the Legislative Assembly chose to say : Well, 
we are short of monej’ and »too much of the Government wa}^ and 
means position is being allocated to Railways : we want to cut 
down new expenditure. I do not say it would be a reasonable thing for the 
Legislative Assembl)- to interefere on a point like that but still, theoretically, 
they ‘have got the power to do so at -present. Then the Railway Board may 
turn round and say ; I am very sorry, the orders for these locomotives were 
placed in August and you cannot stop it. 

Mr. Rau. — That is so. And -this position has been placed before the 
Standing Finance Committee because they approved the “rules under which 
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- we issued these indents for the approval- of- the 'Legislative Assembly. And I 
' t hink this has been ’discussed in’ the’ Assembly at least once. • Under- the present 
system, we have to take the risk of the Assembly not -voting the-granfs. 

Chairman.— seems to -me you ought at' least to make an endeavoui' 
..to put ,an ^acGur^ite picture, before the .-Assembly ; and dor, >that^pmpose your 
• estimates cpuldbe broughtaxp to date. :They.need not be based .on an alloc?.tion 
!,that>was made in February .of, the preceding, year. ^You mustjmow.pnore ab.put 
.theippsition. then — howjmuch represents, .renewals, and 'how; much ^ represents 
new capital expenditure. 

Mr. .-''^Taking the ) Eailways as. a -whole r I- do not-lcnow that there 
_,w,oiild. be ipuch difference hut,we,can,try to get later, information of the i;olling- 
, ^tock, just at the time we prepare the Budget. I think ,we, copldfget informa- 
.tipn^up to October ,1928 as regards .allocation. 

Chairman. — But that would mean that the Government Examiners, would 
get niuch,.more assistance from the statement for which the Railway .Board 
are -responsible than- they do at present. It seems to me they, get very little 
.assistance. The Government , Examiners -ought to open a statement of .the 
^■yarious stock that the Railway itself prepares .and they ■will brmg to the notice 
of the Railway. Board any statement in- which the facts have been deliberately 
falsified. 

,Mt. )Kaula. — That .is not j the • basis on which "vx^e conduct audit. 'We 
do not w;ait,-imtil mistakes are discovered. -We..do not .assume that anything 
is correct. 

Mr. Frederic, Ga,unil€tt. — You suggest, sMr. Kaula, that it is part of the 
Government Inspector’s duties fo satisfy himself as to the correctness of the 
statement ? 

Mr. Kaxda.-^That is so. 

758. Mr. Roy. — ^Do I understand that the Railway Board keeps no control 
over the rolling-stock ? 

Mr. Ran. — In what way ? 

Mr. Roy. — ^Tfiat the Inspector of Government Railways > never inspects it ? 

•Mr. Ran. — ^He does. 

Mr. Roy. — ^And has any Member been roimd to inspect the Bengal Nagpur 
stock ? 

Mr. Ran. — ^Well, Members go often. 

Mr. Roy. — I know-.youiwent in 'April — but before that did nny technical 
'Member visit the B. N.iRailway ? 

Mr. Ran. — All the ’Members tour round now a- great deal more. 

Mr. Roy. — I am only asking a question of fact. Do the Inspectors of 
the Railway Board at any time, inspect ? 

Mr. Ran. — WeU,.the technical Member of the Railway Board 'v\^as recently 
at Calcutta — ^he is doing a long tour now and is at present in Bombay^ 
He has been on tour since the 17th of last month. 
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Mr. Roy . — After all these allegations of the Auditor General, has any 
'exhaustive inquiry been naade by any responsible Member of the Railway Board, 
into the whole thing ? They are serious allegations. 

Mr. Rau.—l went down in connection with Accounts matters myself. 

Chairman. — ^Well, as regards the rolling-stock, Mr. Rau has already ans- 
wered that question. There has been no outside investigation of the rolling- 
stock position or the position of the whole of the capital assets on the Bengal 
Ragpur Railway. Mr. Rau indicated, that at present it is quite lilcely that the 
value is below the nominal capital. 

Mr. Rau . — ^But I could not say anything definite on that. 

Chairman . — I do not know that we should gain anything now from con- 
ducting such an inspection. "IMiat we have got to do is to satisfy ourselves 
that a sufficiejit allocation is being made every year from revenue to depre- 
ciation. 

769. Sir Frederic Gauntleil. — ^j\Iy primary object in raising tins question 
was to get the Government of India back to the fimdamontal principles of 
allocation which were laid down by Sir Cliarles Wood in 1864- and we only 
departed from it after the war owing to the very special pressure upon Gov- 
ernment finances. Now Sir Arthur Dickinson has suggested that we should 
go back to these principles of allocation. My whole point in this, of course, 
is to say that the allocation as between capital and revenue must be determined 
by fundamental principles and not with reference to the Budgetary situation 
at the moment. 

Chairman . — Sir Frederic, I think the point is not so much that. It is how 
much shall be charged up to the depreciation fund W'hich is being built up 
nt a regular rate every year and hoAV much to capital. It won’t affect the 
allocation made every year. The question we are considering now won’t 
in .the least affect the allocation we make everj' year from revenue. The ques- 
tion of how much is to be charged against that depreciation fund and how' much 
is to be charged against capital, does not affect the position as between capital 
and revenue at all. 

3Ir. Das . — I oidy wanted to help the Auditor General and his staff. I want 
to allocate the responsibilitj' for the allocation on the officers of the Railway 
Board at the time of the Conference. 

Sir Frederic Gaimilett. — ^AVell, we are quite agreed that it must be a mutual 
responsibility. I am quite satisfied with that position. I would only mention 
that since Sir Clement Hindley laid down a verj'- sound principle in 1925 it is 
within my Icnowledge that the Railway Board has on two or three occasions 
departed from it and it was only when I again called attention to the 
principle laid down in September 1925 that the Railway Board finally agreed 
to aceept it as correct. 

Chairman . — ^But Mr. Rau, do you admit that the Railway Board has de- 
parted from any principle laid down in 1926 ? 

Mr. Rau . — ^I don’t Imow, Sir, I should have to look up the papers. But 
the Railway Board as at present constituted fully accept that principle. 
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Chairman. — ^^Vell, now, I think, as far as the present discussion goes, we 
cannot carry it very much further than to say this, that at the time wlien the 
Budget estimates are prepared, an attempt should he made to bring up to 
date the allocation as between new capital expenditure and renewals. And I 
understand Mr. Eau to say that something could be done to make it more up 
to date than is done according to your present practice. You cannot make it 
up to date to a week before the presentation, on information supplied three 
months before that. But in that case the Budget estimates will provide the 
Government Examiners with a more reliable guide than they get at present. 
And the Eailway Board will be responsible for the Budget and responsible for 
making it as accurate as possible at the time. ^Yhen it actually comes to 
allocating the wagons which have been ordered in the preceding August, there 
may have to be some adjustments. 

Mr. Ran. — But in any case I would not make the Budget authoritative. 
The Government Examiner must not take it as final. 

Chairman. — No, you might have a big fire. 200 wagons you have ordered 
may have to be used for replacement. Obviously that sort of thing must 
happen. But at the same time, when the Budget is prepared it ought to be 
up to date. Can we go any further than that ? It still leaves — it is bound 
to leave — the responsibility on the Government Examiner for checking things 
in accordance with what actually happens. 

Sir Frederic Gatintleit. — fully accept the responsibility. I entirely en- 
dorse the view that no tentative orders or temporary allocation should be re- 
garded as final. The final allocation must be made by the Government Exa- 
miner with all the facts before him. If the Eailway Board makes a statement 
that a particular wagon is to be regarded as an addition rather than as a rene- 
wal, that would be strong prima facie evidence but it would still be inemnbent 
on the Examiner to conduct a close examination of all the facts in order to 
decide whether all that /acie evidence is rebutted or not. I suggest 

that the Committee note with approval the action which the Eailway Board has 
already taken. The real point is not brought out here. It is that the Eailway 
Board was extremely lenient at one time in determining whether a new wagon 
was an addition or a renewal and they have agreed now to give a stricter de- 
marcation between the two. 

Chairman. — I mean the principle is so clear there that I do not thinlc there 
can be any variation. 

760. Sir Frederic Gauntlett. — Paragraph 13. page 92. I should like to call 
attention to m}'’ comment on this paragraph, “ It appears from the details fur- 
nished in this paragraph that the piece-work outturn was 125 lbs. per rupee,, 
whereas the day work outturn was 9 lbs. per rupee, i.e., the piece work results 
were fourteen times as good.” 

Mr. Ran. — The Agent’s explanation is that the figures quoted by the 
Accountant General are not really comparable as piece work outturn refers 
to repetition work while the day work outturn is the result of a more compli- 
cated work entrusted to more skilled labour. The explanation of the Adminis- 
tration suggested, however, that the present system of accoimting was not 
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really satisfactcry and while I was in Calcutta I asked the Agent to go inio'the 
matter further with Mr. Humphreys, Loco Works Manager, and I have recently ' 
received a letter and a long note showing a new system of shop-costing which 
he had evolved in collahoration with the Production Engineer and had for- 
warded to the Government Examiner of Accounts for his approval.’ 

I ‘understand that if it is agreed to by the Government Examiner the 
scheme will be put into operation' in th4' foundry in two or three months. If'’ 
the Go'\)'ernment 'Examiner find^ that the scheme is defective he will presum- 
ably consult the Director of Railway Audit and bring the matter again to the 
notice of the Railway Board. 

Sir Frederic Gauntlett. — RTienever a new change' of accounting procedure 
like this is introduced it will always be a very important part of the work of the 
Government Examiner to examine the efficiency with which the system is being 
worked and also the natrtre of the results which have been obtained. 

Mr. Rau. — That is so. 

Sir Frederic Gauntlett. — ^It is perfectly true that the things are not com- 
parable, but that the piece work outturn was 14 times as good requires very< 
considerable explanation. Do you think that that is being efficiently ad- 
ministered ? 

Chairman. — Have you got any more recent figures ? 

- Mr. Rau. — They have not got them yet. 

Mr. Neogy. — Is it possible to have the experience of other Railway Work- 
shops to assist us to understand this particular position ? 

Chairman. — I think we might ask for a note next year dealing wdth the 
working of the cost system, wdth any comparisons you ban give us from other 
workshops, 

Mr. Rau. — Very well, Sh. 

Kumar Ganganand Sinha. — Do you agree with the Accountant General 
that this may be due to coUusion between the day and piece workers. He 
says, “ This may 'be due to (1) collusion between day and piece-workers, (2) 
more men in day work than necessary, (3) more highly paid men on daily work 
than in the piece work gang, and (4) poor outturn by day workers due to ab- 
sence of supervision of control.” 

Mr. Rau. — ^Assuming that there is a discrepancy. But the Agent’s expla- 
nation is that there is really no discrepancy, because you cannot compare the 
two. Piece work is merely repetition work where as the day work is done by 
highly skilled labour. 

Chairman. — ^Why should not the highly skilled labour be put on piece work 
rates 1 A^Hiat is the objection ? 

Mr. Rau. — ^I think the Agent told me 1hat the question of piece work would 
probably be abandoned. 

Mr. Neogy. — ^That is rather unpopular. 



M^. Rau:—Th.af(, is so;!! It-i'S very difficult for us to introduce the piece- work 
andi bonus -system' iu-the w6rksh5ps. . T]iere is plenty pf unrest. - 

C/iairmaii;— I- do “not %aht' to ''puisiie itv-but'it'is sUch.''a very -old ’state of'' 
affairs that the attention of the^’maliagets-shbffid'. be ■called tbi these coanjiienffi' 
and you ^vill■ furnish' us with , a more instructive report next year. 

Oolonel Gidney—lt is possibly more -a case of bad management. May I 
refer you to the third para^aph* from 'the last*? ' 

. xmder^^ the 'foreman- was dismissed for - quite different 

reasofis and hdt 'for thisl’“ 

Colonel Gidney. — ^It is stated here, “ The Superintendent, Electrical branch' ‘ 
Locdmbtive Departriient,' admitted' that 'there ffiad been-; careless ' supervision 
on the'partmf the' foreman and- he -is taldh^-the mhtte'r upl^’ 

jlfr. 5cw.-7-I. understand the foreinan was not dismissed for this reason but - 
for some other reason. 

t/o7ohel (?itifhe?/.— There is a remark about 'the -foreman.' What has hap- 
pened to- the Superintendent I’* ' - ■ 

jlifr. 5aw;— Nobody has been- punished on this account so far as I know» 

Chairman. — ^It is the Superintendent’s business to see that the foreman % '■ 
doing -his job-all rightV- He-has found- that 'the foreman is . not doing his’ job 
properly and he is taking necessary action. Now we have got to see whether 
the . results have improved. If they have not, then you would have to come 
down oh the ' Superihtehdeht.' 

Eutnar Ganganand Sinha.—-Yovi have this new method of accounting after 
Sir Arthur 'Dicldhson’s report ' ? 

Mr. 5cw.— We 'placed a memorandum before the Standing Finance Com- - 
mitteeifor Eailways.v I .^^11 send a copy, of that to you if you like. , 

Mr. Shervani. — Are you perfectly satisfied that the ’difference fe hot due td ' 
leakage ? 

ilfr. 5cwi— If might be due 'to faulty supervision. ! 

■ Mr. jVebp^.— That' is admitted* as a matter 'of- fact.' 

■Mr:- Bau;— Yes. ' 

' Mr, A^eogy.— The has been censured. 

Chamnan.— The foreman I imderstand has been dismissed. 

' jifit this- feasom ^ 

' C/icfruicw.-— -I; think- as far as we- are concerned on this Committee the: 
attention iof the responsible management has been caDed'to those points and', 
we have asked for information to be supplied to xis next year to -enable us 
to see whether the practice has been improved. I do not think we : can do : 
anything more than that at the moment. 

jlfr.- 5/ieri)cwi\-— No .disciplinary action is -going: ;td be taken against -anyT. 
body ? 
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Chairman. — cannot say it is a case for disciplinary action ; it is a case 
of bad administration, bad management. Por tbe moment tbe foreman 
has been held responsible and that foreman has been dismissed. We now 
want to see whether the thing is working better. 

Mr. Shervani. — So the foreman alone was responsible for this ? 

Chairman. — That is the report that the foreman was to blame> 

Mr. Shervani. — I wanted to know whether the whole responsibility lies 
on the foreman or on anybody else. There must be somebody supervising 
the whole thing. 

Chairman. — The point is this. If action is not taken, if the foreman is 
not pulled up for his bad work, then, of course, the superior manager is 
to blame ; but if he has taken action and if they pull up the foreman or put 
in a new foreman, then we have got to see how things work in the future. 

Mr. Shervani. — The figures are given for 7 or 8 months and this dispro- 
portion between the produce went on for about 7 or 8 months. There must 
be somebody supervising the whole business and he did not catch the thing 
and some responsibility rests on the shoulder of the man who was supervising 
the whole business. 

Chairman. — agree that it might be so and we could have had perhaps 
a" fuller report before us . 

Mr. Rau. — The report is that it is not reasonable to compare the two 
cases. 

Chairman. — We admit all that, but at the same time they on their 
side admit that there was careless supervision on the part of the foreman. 
Mr. Shervani’s point is that that careless supervision went on for at least 6 
or 7 months and therefore the Superintendent should have found it out and 
taken some action before. 

Mr. Sh'.rvani. — That is my point. 

Chairman. — I think there is something in that point, but I do suggest 
that it is getting rather far from the kind of subject on which we want to 
concentrate on the Public Accounts Committee. All that Ave can say at 
present is that we are not satisfied with the explanation. We want to Imow 
how things are going on now. After all this goes back to 1926. We want 
to know how things are really going on now and the results of the new 
system. 

761. Chairman. — We come now to paragraph 14 which is also specially 
noted by the Auditor General, the loss in departmental brick manufacture. 
Here a very bad project seems to have been started which it was eventually 
decided to close down. Somebody must have made a A'ery bad mistake in 
starting that project and we should like to know who it was and what has 
happened to him. 

Mr. Rau. — The present position is that the Railway has decided to re- 
organise the factory and to continue it as one for producing hand moulded 
bricks. 
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GTiairman. — Hete you say, “ It lias been decided to close down the kiln, 
etc., and to dispose of tbe macbineTy and buildings.” 

Mr. Rau. — That perhaps was the intention at the time the report was 
written but they told me that they proposed to continue it as one for producing 
hand moulded bricks and that they were trying to dispose of the machinery 
but that it has not been found possible to sell all of it. 

Mr. Mitra. — The contractor’s rate is Rs. 14 per thousand and the only 
argument is that that at the time of the monsoon the contractor cannot manu- 
facture. But you can keep a stock and bricks are not a perishable thing. 

Sir Frederic Gauntlett. — ^In a case like this, does not the question arise 
who initiated this and has any comment been made on the very unsatisfactory 
result of the project which he initiated 1 

Mr. Rau. — We are going to tell the B. N. Railway that this shows very 
bad management and I am not sure whether we shall not ask for some discip- 
Imary action being taken against the man who started it. 

Sir Frederic Gauntlett. — ^I\Tio is the man ? 

Mr. Rau. — I think the Chief Engineer must be taken as the officer 
responsible. 

Chairman. — They apparently started it relying on certain factors which 
were uncertain. One would like to know what was the justification for 
starting it. Was it very difficult to get bricks in the ordinary market ? 

Mr. Rau. — They thought they would get bricks cheaper than and superior 
to the ordinary bricks. 

Mr. Neogy . — I^Tiere is this located ? And the Agent was obviously not 
required to come up for sanction although the amount involved was Rs. 3 
lakhs ? 

Mr. Rau . — If he had it in liis programme he need not have come to us. 

Chairman . — It must have been sanctioned by you 1 

Mr. Rau . — ^In the programme he would have said a factory and he would 
have explained it when he appeared before the Board. And the rule is once 
it is put dovm on the programme up to five lakhs he can sanction without 
coming to us again. 

Chairman. — Before it got into the programme it must have been approv- 
ed of by the Railway Board ? 

Mr. Ran. — ^Yes. 

'Mr. Das . — The Agents have wide financial povrers which they did not 
have before the separation, 

Maulvi Mohammad’ Yalcub . — The question is one of control of the Railway 
Board over the Agent. 

Mr. Rau. — If you want the explanation T can read out to the Committee 
.the explanation of the Chief Engineer. 

Chairman. — What we want to Icnow is, who put up this scheme, when was 
it put up, when did it come before the Railway Board, what did the 

H02CPBI’inD 19 
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Eaiiway Board do with it when it came before them, and what action has 
now been taken as regards the man responsible for this. 

Sir Frederic Gavnilelt . — I do suggest that it is very difficult to get at the 
truth of these matters when the officer who makes a repoi-t like that has in 
front of him this statement that the cost of outturn was Es. 139 per thousand 
while the contractor’s rate was Es. 14 and Es. 18 per thousand and does not 
make the slightest comment on it. 

Chairman . — I do not think we ought to exaggerate the importance of an 
incident lilm this, because9after all every one docs commit mistakes in starting 
industrial undertakings and it is a very small thing in relation to the whole of 
the railway capital. What we want is just a short simple statement giving 
us the relevant facts. We do not want this long explanation. I want to 
know briefl)'- who put it up, the grounds on whicli it vras put up, and what 
action has been taken as the thing has turned out to be a failure. We could 
have all that on half a page of paper. It seems that there is a reluctance to 
provide straightforward answers to very simple questions. 

Mr. Bail . — I am very sorry that that should have been your impression. 
I was trying to help the Committee with a summary, but I am quite x>repared 
to give whatever information I have here. 

Chairman . — I do not say fyou are responsible, Mr. Eau. It seems 
that this is such a very simple case that it could have been disposed of in 
tliree minutes. 

Colonel Gidney . — ^May I suggest tliat we have a short note giving all these 
cases when the Sub-Committee sits. 

Chairman .- — I want to go back to what I have said. I have had pretty 
good experience of industrial undertakings and starling new ventures and 
it is not very astounding that in a big concern like the railways there are 
occasions like this when calculations go wrong, I do not think we ought to 
say that this is evidence of something very wrong vdth the whole concern 
because these things do happen and people do commit mistakes. But, from the 
point of view of the man who commits it, it was a big mistake though from the 
point of Anew of the Eaiiway Board I do not think it is, and Ave AA'ant to Icnow 
who it Avas and Avhat happened. 

Mr. Ban . — Nothing has happened. We propose to suggest to the Eaiiway 
to consider whether disciplinary action should be taken. 

Colonel Gidney . — His intention Avas an honest one. 

Mr. Bau . — His intention aa'us very good but it was a miscalcidation. 

Chairman . — In this case Avliere the original estimate has been so greatly 
exceeded, there might haA^’e been some improper expenditure and the accounts 
ought to be examined Avith a vicAv to inA'cstigating that. 

Mr . Bail. — As regards the increase of estimate from Es. 2 lakhs to Es. 4 
lakhs we have got recent rules in which Ave insist upon the x^geuts coming up 
to the Eaiiway Board for sanction if the difference betAveen the original 
estimate put in the programme and the final estimate is more than 20 per 
cent. Erom this year we have adopted that. 
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Chairman. — ^There is another thing that I 'mil suggest. When railways 
undertake manufacturing business of this land which is outside their ordinary 
business of running the railway, a project of this land wants very special 
investigation. It should not be encouraged by the Railway Board. They 
should be doubly careful to see that a good case has been made out. If you 
get an estimate costing say Rs. 5 lakhs for a siding, that is in your ordinary 
hne of business and you will be able to do it. But if the railways want to start 
a brick manufacture I suggest you ought to be doubly cautious and the 
chances of this sort of thing happening are much greater in a case of that 
kind. The railways are big enough already without making bricks. This 
is a ver}'- dangerous tendency. I know the tendency, “ We can do it better 
than others and let us make it ourselves.” But you have got to stop that. 
It is very important for railways to stick to their own job and not go ofi on 
side shows of this land. Although this is a ver}'- small incident, it is a very 
good illustration of the mistakes that may be committed by pursuing that 
tendency. 

Mr. Neogy. — It is said that the question of adjustment of depreciation 
is under reference. What has been decided in this case. 

Mr. Ran. — I do not think it has come to the Railway Board. 

Sir Frederic Gauntlett. — There is a note here wliich says that the proposal 
of the Chief Engineer would, if accepted, involve an amount of Rs. 1,54,000 
being written ofi to revenue (reads). 

Chairman. — ^Before we leave this, will you produce a short report giving 
us all the facts ? 

Mr. Ran. — Yes. 

Colonel Gidney. — I think the E. I. Railway has its brick manufacturing 
department 1 

Mr. Ran. — So far as I remember, there are some brick manufacturing 
departments on other railways too. 

Chairman. — I think it is a dangerous tendency if you start concerns of 
that kind. In some cases the reasons may be so strong that it may be good 
policy to do it. Any proposition of that kind ought to be examined with 
double and treble care. We want to employ our capital in building railways 
and not in making bricks. In certain circumstances it may be worth wliile 
to make your own bricks — when you cannot get a good supply otherwise. 
Here obviously there was no excuse. 

Mr. Ran. — It is the desire I suppose of an Executive Engineer to have 
bricks on which he could rely. We purchase a lot of bricks from the market. 

Maulvi Mohammad Yakub. — ^I thinlc the Sub-Committee should consist 
of hir. S. C. hlitra, hir. Neogy and hir. Abdul Matin Chaudhury. 

Mr. Neogy. — ^I suggest that the names of Mr. Das and Colonel Gidney 
be added. 

Maulvi Mohammad Yakub. — I have no objection. The Committee might 
elect its own Chairman. 



Kumar Ganganand Sinlia. — ^^¥liat about tbe terms of reference ? 

Chairman . — The Sub-Committee -will hold a detailed investigation of 
all cases that we have not been able to examine. Arising out of the investi- 
gation of these cases we want the Sub-Committee to see what lessons can be 
learnt. 

(1) on the question of increasing the examining staff ; 

(2) as regards altering the status of the Companies’ auditors. We 

should see whether it is possible to get them to co-operate with 
the examining staff more than they do at present ; 

(3) The Sub-committee should consider whether efficiency has suffered 

from a tendency to differentiate between officers and subordi- 
nate staff as regards- disciplinary action : and 

(4) should also consider the bigger question of the control by the 

Railway Board over compaiiy management The recommenda- 
tions of the Sub-Committee wjH foim part of our report. 

Colonel Gidney . — 1 hope the Auditor General who has made these com- 
ments and the railway side will be represented on the Sub-Committee. 

Mr. Ran. — If the Committee wants to get into very great detail, I can 
send for the Agent here. I do not want the Railway to feel that their case 
has gone by default. 

Sir Frederic Gaunilett . — The Public Accounts Committee have raised the 
-^question whether the offenders should not be heard in person and they have 
pressed it very strongly and my advice has been absolutely to tbe contrary. 
It is never the case in England that the officer personally responsible attends 
I before the Accounts Committee. It would be utterly wrong to bring individual 
people before this Committee. Sir. Raghavendra Rau is responsible for ans- 
wering questions. He may get the assistance he desires but he is responsible 
for the answers. 

Chairman.— I think Sir Frederic Gauntlett’s.w'aming is very much to the 
point. 

Colonel Gidney. — Considering the exceptionally bad state of things in the 
Bengal Nagpm Railway, an exception might be made in this instance. 

Chairman . — The whole point of this Committee is to find out w'hether 
the Raihvay Board has taken seriously the remarks that have been made pre- 
viously by this Committee and Ave are not here to do the job of the Railway 
Board. If "we start getting these people up we shall be transgressing into the 
sphere of the Railway Board. What we want to impress upon the Railway 
Board is that when we make some remark we mean it to be seriously looked 
into and taken seriously and that we will not be satisfied with general state- 
ments in excuse. I take it that that is the view of the Committee. 

Mr. Neogy . — May I suggest that the question of the procedure followed 
in the framing of estimates might also be included in the terms of reference. 
I want to know the procedure followed in the framing of estimates and things 
of that kind for new capital projects and control over expenditure after their 
sanction. 
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762, Chair-man . — We shall now proceed with the consideration of the 
Auditor General’s letter. Paragraph 5 of the report, page 3, Have you got 
anything to say on that 1 

Mr. Ran . — Paragraphs 5, 6 and 7. So far as excesses Tinder grants 7, 8, 
10 and 15 are concerned, the main point I have to make is that the E ail way 
administrations cannot really be cons dered as being to blame for the excess 
over the grants as the expenditure was, except in the fourth case where it was 
very slightly in excess of the amoimt allotted, within tlie total of the amounts 
allotted by the Eadway Board to the various railway administrations. The 
excesses must therefore be taken as signifying the break-down of the system 
of over-allotment which was introduced two years earlier ; we have taken a 
lesson from the results of this year and considerably reduced the over-allot- 
ments in succeeding years. As a supplement to the figures of over-allotment 
given by the Auditor General, I should like to give figures for the years 1928-29 
and 1929-30. They are as follows ; — 

(Thousands of rupees.) 




1928-29. 

1929-30. 



Es. 

Es. 

Grant No. 7 . . 

• • • • 

.. 2,15,12 

45,00 

Grant No. 8 . . 

• « • • 

. . 2,59,56 

20,00 

Grant No. 10 

« • • • 

. . 1,56,75 

60,00 

Grant No. 15 

« • • • 

9 » 9 9 



It will^be noticed that the over-allotments which practically in all cases, 
steadily increased from 1925-26 to 1927-28, have thereafter been drastically 
reduced till in the current year’s budget the total amoimt over-allotted is only 15 
lakhs as compared with nearly 18 crores in 1927-28. In preparing the budget 
fc'r 1928-29 in which year the over-allotment was just over 6 crores, we had 
begun to realise that the spending capacity of railway administrations had 
increased to a considerable extent since the system of over-allotment was first 
introduced and that this system had practically outlived its usefulness. 

Mr. Das . — Heading this Appropriation Account, I find that the North 
Western Eailway is doing very badly. Its revenue is decreasing every year. 
So one has to see whether new extensions are allowed on that railway. I 
find on page 183 that there is an excess on the North Western Eailway voted 
capital grant. 

Chairman. — 'SR e are dealing with a system which is completely out of date 
now. On behalf of the Finance Department I have had to assume much closer 
control of capital expenditure than hitherto and new construction of any kind 
will have to be very drastically curtailed. 

Mr. Das . — Especially on those railways where the revenues are falling. 

Sir Frederic Gauntlett . — The Committee might note with satisfaction that 
this question has aheady been taken up thoroughly. 
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Chairman . — That will be practically a commendation on myself. We are 
going to confine ourselves to the paragraphs to which the Auditor General 
calls special attention leaving the Snb-Committee to deal with points not 
already dealt with. 

763. Chairman . — ^Wo -ndll turn to paragraph 11 of the Report and para- 
graph 9 of the Auditor General’s letter. I think the Committee would like to 
hear what Mr. Rau has to say on these points. 

Mr. Rail . — The excesses under the other grants require some more detail- 
ed explanation. As regards Grant No. ■!, as I have already explained, I 
think the total expenditure should be taken into account and not the voted 
portion of it by itself. If this is done the actual excess over the final grant 
is about 12| lakhs and over the original grant 31-1 lakhs. The main reason 
for the excess was, I must say, that the Railway Board deliberately reduced the 
amounts provided in the budget midcr this liead in the hope that with further 
improvements in administrative machineiy it should be po.ssible to obtain a 
considerable reduction in the administration charges of railways without 
any loss of efficiency. The total amounts asked for by railway administra- 
tions amounted to 13 crorcs 311 lakhs. The Railway Board came to the con- 
clusion that after making due allowance for addiln'onal appointments contem- 
plated at the time, and other items of expenditure already sanctioned an ex- 
penditure of 13 crores .'5 lakhs was what was more lilccly to be incurred, but in 
the hope of reducing expenditure by the investigations they asked railway 
administations to make, they reduced this amount by 25 lalchs when approach- 
ing the Assembly for a grant. The total expenditure, as it actually happened, 
was 13 crorcs 111 lakhs. This must be attributed to the fact that apart from 
the economies expected not being fully realised, a larger amount was required 
for ncAV items of expenditure not anticipated when the budget was framed. 

The other grant which remains is No. 14 — Strategic Lines — Revenue. The 
total excess, taking voted and non-voted together, is Rs. 1,58,000 on a total 
grant of Rs. 1,58,45,000, just under 1 percent. I am afraid, I have no explana- 
tion to offer except that our guess proved wrong. At the end of the year the 
North Western Railway Administration had a.'^ked for a total grant of- 
Rs. 1,61,55,000 aiid we allowed them only Rs. 1 ,57,48,000 as we thought that it 
would be sufficient. The total expenditure amounted to Rs. 1,59,06,000. Both 
of us were wrong, the only consolatioii being that wc were nearer the final 
figure than the N. W. Railway. 

Under non-voted, the increase under “ 11 -Miscellaneous ” is in pension- 
ary charges which was due to the inability of the Chief Auditor, E. B. Railway, 
who keeps the accounts of these charges to give us a proper estimate. 

Chairman . — Is the Committee satisfied with the explanations. (No 
questions were raised.) 

764. Chairman . — Paragraph 9 of -the Auditor General’s letter, paragraph 
11 of the report. 

Mr. Ran . — Our rules provide that no expenditure should be incurred on a 
work except in matters of grave urgency before a detailed estimate is sanction- 
ed by competent authority. But the practice of sanctioning wojks on estimates 



295 


submitted in abstract has been in existence for some years now, the main justi- 
fication for this being that an attempt to prepare plans and estimates in full 
detail in such cases at the outset results in a great amount of detailed work 
being performed which is ultimately wasted either because it may be decided 
not to proceed with the work and to shelve it indefinite!}’-, or owing to the fact 
that as work progresses circiunstances change and prices of materials vary, 
and it is thus found necessary to modify the scheme both in detail and cost 
long before it reaches completion. In both cases there is considerable waste 
of money. 

I fully agree that detailed estimates should have been prepared in these 
cases very much earlier. The North Western Railway seems to be a cons- 
tant offender in this respect, and I am going to take up the question -with them. 
I am afraid that there is also some breakdown in the machinery of the audit 
office as I understand from dates supplied by the North Western Railway 
that the Chief Auditor’s objections for want of a detailed estimate were very 
late, and in a number of cases it was about 18 months after commencement of 
work that the first objection was raised. 

I am not sure that I entirely agree with the Accountant General that 
detailed estimates arc particularly necessary on account of our present policy 
of obtaining a guarantee from Local Governments against loss on certain lines. 
Here it is not the fact that construction starts without a detailed estimate 
that matters ; the terms on which the construction starts are settled long 
before, and we generally give the Local Governments a maximum figure of the 
amount that they would be expected to have to pay in any year. It is im- 
practicable to prepare a detailed estimate before we arrive at this figure. For 
it may very well happen that a Local Government may consider the line not 
•worth while on the terms we are prepared to offer it, and the preparation of a 
detailed estimate ■nmuld thus be a pure waste of time and money. I agree fully, 
however, ■\Adth the Auditor General’s comment against paragraphs 93 and 94 
that unusually careful abstract estimates of the cost of construction of such 
lines should be prepared before the final fixation of guarantee b}’ negotiation 
■with the Provincial Governments ; and since ordinarify the terms that we offer 
to the Local Governments provide that they would have to bear the actual 
loss as sho'wn by the financial results of each 3 '-ear subject to a maximiun, it does 
not affect them very much if our estimate errs on the side of caution except that 
it may prevent some line being constructed which might have been started if 
we had been more optimistic. So far as I have been able to ascertain it is 
practically only in the -two cases referred to in the appropriation accounts that 
our estimates have been far out. In the case of other lines constructed under . 
a guarantee and already opened for traffic, viz., the Shahdara-Narowal 
Railway, Cuddalore-Vriddhachalem Railway, and the Salem-Mettur Railway, 
the final estimate of cost differs very little from the original, and in one of 
these it is, as a matter of fact, expected to be less. 

The Railway Board do not consider that the fact that in a small number 
of cases the abstract estimates have been seriously exceeded would justify 
them in giving up their policy of sanctioning works on abstract estimates, and 
I do not think that the Auditor General •wishes to object to that practice. I 
may add that in the case of the ten lines on the North Western Railway 
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(Commercial Section) to wliicli sanction was given on abstract estimates since 
1926, the total of the abstract estimates amounted to 463 laldis and tbe total 
of tbe latest estimates of tbe cost of these lines amounted to 484 lalchs, a 
difference of less than 5 per cent, and of these 7 have been completed and 3 
only are under construction. 

765. Chairman. — ^Have you got anything to say about that Sir Frederic ? 

Sir Frederic Gazcntlett. — My attitude towards estimates has always been 
rather heterodox. My view is that it is entirely for the administration to deter- 
mine what estimates they require before they accord sanction. I also think 
that it is necessary — once they have determined what estimates are required — 
that they should enforce those rules quite strictly unless there is very serious 
reason to the contrary. My general feeling is that you have a very elaborate 
book prepared as to the manner in which estimates should be prepared and yet 
those estimates are usually prepared in full detail practically after the work is 
completed. My humble submission is that the preparation of the estimate 
after the completion of the work is absolute waste of time and money, and yet 
I have seen estimates built up voluminously after ihe things have been done. 
My point is that the need for caution and thoroughness is before one single 
brick is put on the ground or a single jhece of wood is cut. 

Mr. Sail. — 'iVe are fully convinced that, except in cases of grave urgency, 
detailed estimates must be prepared before the construction begins. 

766. Sir Frederic Gauntlctt. — ^^Vhy was the Kangra Valley Kailway work 
started before the detailed estimates were ready ? 

Mr. Ran. — The reason was that the Government of India was in a great 
hurry about it. They had promised the Punjab Government to have the line 
ready before the hydi-o-electric scheme was comideted ; therefore all the engi- 
neers worked at the highest jnessure they were capable of. 

Mavlvi Abdul Matin Chandhury. — So you agree that before the cons- 
truction begins, there ought to be a detailed estimate ? 

Mr. Ran. — Yes. I entirely agree with that .‘statement ; our rules also pro- 
vide to that effect. 

767. Colonel Gidney. — You replied in answer to a question from Sir Frederic 
Gauntlett with reference to the Kangra VaUcy Eailway that it was the desired 
policy of the Government of India to expedite the work. Is that the only 
reason ? 

Mr. Ran. — The expedition was duo to the fact that the Government of 
India had agreed with the Punjab Government that they would finish the work 
early before the hydro-electric scheme was completed. 

Sir Frederic Gauntlett. — One point does emerge out of this Kangra Valley 
case and it is this. If any real a^mpt had been made to prepare an estimate 
before the work had been started, wmuld you ever haA’^e dreamt of starting the 
construction of the work without getting a guarantee from the Punjab Govern- 
ment. After all, it is the Punjab Government who have got the railway and 
you have to pay for the construction of it. 

Mr. Rau. — They pay a small guarantee. 
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7 68. Maulvi Mohammad, Yakub . — You stated that the North Western 
Railway has been doing this sort of work for a long time. May I know if the 
Railway Board has ever brought this fact to their notice, or was any pressure 
brought to bear on the Agent of that Railway ? 

Mr. Ban. — Wq must have done so. 

Colonel Gidney . — Is it not a fact that they practically ignore your orders ? 
At least that is the current belief. 

Mr. Ban . — I think the North Western Railway is as much under the 
Railway Board as any other railway is. 

Maitlvi Mohammad Yahnh . — Will you supply our Sub-Committee with the 
information I have asked for ? 

Mr. Ban. — Yes. 

769. Mr. Neogy . — want to ask you a general question. You know the 
policy that has been referred to for constructing non-remmierative lines. That 
policy is described in the Government of India Resolution, which is an appendix 
to the report of the Railway Board. (The Resolution was quoted.) From the 
statement j\Ir. Ra\i made just now it was. clear that a maximum limit has 
been agreed to by the Govermnent of India. I want to miderstand, first of all, 
how many such projects had been imdertaken imder a system of guarantee 
since this Resolution was promulgated and what are the general terms of these 
rmdertaldugs and whether this particular fixation of a maximmn is justified on 
the terms of the Resolution I have just now read out. 

Mr. Bmi . — I can have a Memorandum placed before the Committee of the 
niunbcr of lines and the terms on which they have been constructed. I carmot 
tell them off-hand. I think they are about 5 or 6. As regards the question of 
the maximum, it is a question of practical consideration. We cannot ask any 
Local Government to give us a specific figure in this respect. Li actual practice 
we do tell the Local Governments what the maximum amount they will have to 
pay for a line because they have got to take the approval of their Legislative 
Council before they enter into an agreement with us. 

Mr. Neogy . — Have any rules been framed for the purpose of determimng 
the terms of such imderstandings between the Local Governments and the Rail- 
way Board which giiidc jmu as a supplementary to the Resolution which I have 
quoted. 

Mr. Ban . — ^\Ve tell the Local Governments “ These are our estimates and 
this is the maximum on which we are prepared to \indertake the line Before 
such a construction is undertaken, it has got to be approved of by the Standing 
Finance Committee. W'e also tell .the Local Governments that this is the 
amomit of loss and also the amount of guarantee that we propose to ask the 
Local Government to pay. 

Mr. Neogy . — As a matter of practical politics could you not come to a sort 
of tentative imderstanding to start with and then enter into the formal and final 
agreement when you have got your detailed estimates of the construction. 
Cannot you defer the entering into the contract till you had the actual estimates ? 



298 


Mr. Ran. — ^In that case we must give the Local Government the option of 
backing out of the contract, and if thej' do so, the preparation of the detailed 
estimates is a loss. 

0 /wM-maw.— Surely the Provincial Government, if they want you to under- 
take the railway, ought to bear the cost of the detailed estimates ? 

Mr. Rau. — ^^Ve have not put it to them. But I agree that is a reasonable 
proposition to place before them. 

Mr. Neogy. — Supposing a particular Local Government is verj" keen on a 
particular lino and you, from the first appearances, tliink that it is not worth 
while taking it up. Therefore, unless you have a survey made, 3 'ou camiot form 
any estimate of any kind. Now, for the purpose of carrying out that survey, 
surely the Eailway Board incurs some expenditiu-e. TiTiat happens to that ? 

Mr. Rau. — It is added lo the capital estimate. It is part of our work to 
survey lines which may be consteucted. 

ilfr. Neogy. — ^Even in that case the Local Government can back out and the 
cost of the survey would then fall upon you. 

Sir Frederic Gauntlclt. — Is not f. he point very simple. If a Provincial 
Government comes forward with a request for the construction of a line xmder 
guarantee, the intial expenditure incxvrred by the Bailway Board ought to be 
borne by the Provincial Government. 

Mr. Rau. — I thinlc there is another side also to that question. After all 
the railway constniction is not eutirel)'' an interest of tlie Local Government. 

Mr. Da^. — A^Hio is responsible for the estimates — is it the Bailwaj’’ Board or 
the particular railway line concerned ? 

Mr. Rau. — The Bailway Board is responsible for the estimates because they 
examine them here with the aid of their technical advisers. 

Chairman. — ^As far as the Government of India is concerned, they must 
look to the Bailway Board as being responsible. If tlie Bailway Board have 
been let down by an Agent who has given them wrong estimates, they can come 
down on him. 

ilfr. Das. — But the Bailway Board have also got their experts who 
supervise independently. 

ilfr. Rau. — They exercise super^dsion ; they do not go and examine the 
work. 

Chairman . — must confine ourselves to this particular case of the 
Kauj^ra Valley Bailway, page 47, paragraph 93. Perhaps Mr. Ban might say 
something to enlighten the Committee. 

Mr. Rau . — In this case I might preface my remarks with the observation 
that the matter has not come up for decision before the Government of India. 
The Bailway Board’s report to the Government of India is being drafted. 
The Bailway Board propose to institute a further investigation to find out 
who is responsible for the estimates and for the excess over the estimates in this 
case. They also hope to obtain the assistance of the Auditor General in that 
inquiry because they are not quite satisfied that the Bailway Board have got as 
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much, assistance as it should have expected from the Accounts Department. 
The whole matter is imder consideration. I have no objection to answer any 
questions that the members may like to ask, but I would suggest that it would 
be more proper if this matter were to be taken up next year. 

Chairman . — ^What I should like to Imow is whether in this case construc- 
tion was started before the detailed estimates were prepared 1 

Mr. Rau . — That is so. 

Chairman . — ^Is it a case of particularly difficult construction 1 

Mr. Rau . — It is an extraordinarily difficult construction. Our Director of 
Civil Engineering went down the line in April to see if they had been extra- 
vagant in any part of the line and he is satisfied that there is no extravagance. 
It is a country which is particularly liable to floods. 

Chairman . — I suggest that the Committee might make certain observations 
about this. I think we may say that we refrain from detailed comment until 
the matter has been fully investigated but that it is an obvious instance of the 
impropriety of starting a project before the detailed estimates were prepared. 
It is doubly or trebly improper in a case of this kind where you are not dealing 
with normal construction but where you are dealing with a line which you 
know is going to pass through a very difficult country. 

770. Chairman . — ^Paragraph 12 of the report and paragraph 10 of the 
Auditor General’s letter. 

Mr. Rau . — The two main points raised are — 

(1) The reconciliation of the Stores Priced Ledgers with — 

{a) The General Books. 

(6) The Depot Books and Ground Balances. 

(2) The disposal of the 2,000 stock sheets referred to in sub-paragraph 3. 

I have obtained from the Chief Accounts Officer a statement showing the 
position as regards (1) on 1st July 1929 which can be summarised as follows : — 

(I shall be glad to read out the report to the Committee if they desire). As 
regards the reconciliation — 

1 (a) above. This is completed for Howrah to date and for all other 
Depots up to 31st December 1928. 

1 (6) above. Completed as regards Howrah except GB 4 up to March 
1929. For other Depots the matter is receiving special atten- 
tion. 

As regards (2), I am unaware how the Accountant General got the infor- 
mation that the 2,000 stock sheets will be absolutely scrapped. Mr. Scott has 
informed me there has been no such intention and an investigation has been 
proceeding with regard to them and still continues. 

The matter has been constantly engaging the attention of the Controller 
of Railway Accounts and the Chief Accounts Officer, East Indian Railway. 
The latter has himself adopted special measures and employed special staff on 
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this work. In March last or so opportunity was taken by tke Controller of 
Bailway Accoimts to place on special duty mainly in connection withi thus work 
a senior officer of energy and ability out of those officers of the Indian Audit 
and Accounts service lent to us by the Auditor General. It is imfortunate 
that owing to domestic circumstances the officer had to go on leave and could 
not accomplish much. If the Auditor General ■will lend us an officer whom 
Mr. Scott and I particularly want, I propose to ask for him shortly — I am sure 
that by the close of the year or thereabouts the arrears 'will have been pulled 
up. Apart from this strengthening of stafi, etc., definite steps have also 
been in force for some time now by means of which I have not the least doubt 
the Stores work of the East Indian Eailway will be set upon a thoroughly 
satisfactory basis in the coirrse of the next six months or so. 

]\Ir. Scott has gone into the matter very thoroughly and he "will be able to 
answer any questions that the members may like to put Mm. There is no 
doubt that there has been a lot of delay in the accounts offices. But the stores 
accoimts were, I understand, in a terrible mess because of this general muddle. 
Mr. Hayman, who w\as Controller of Bailway Accounts last year, said that he 
had no doubt that certain officers who were sent away by the Bailway Board 
were responsible for deliberately destroying all proper procedure, so that they 
could have an easy hand in 'vi'hatever they ■vwanted to do. 

Sir Frederic Ganntlelt. — I was going to suggest that your word" muddle ” 
was very mild. MTiat has happened to those officers ? 

Mr. Pmu. — They have been dismissed. We have now put in a specially 
capable officer as Controller of Stores of the East Indian Bailway and to 
give him further assistance we have just now placed on special duty Mr. Meade 
who w^as very successful as Controller of Stores on the Eastern Bengal Bailway. 
The Bailway Board is fully alive to the seriousness of the situation. 

Chairman. — I am sure the Committee would like to hear Viffiat ]\Ir. Scott 
has got to sa)'' on the present state of affairs. 

Mr. Scott. — I think that the disease has been a long standing one and if one 
looks at the East Indian Bailway itself, one is likely to remark that the disease 
is possibly chronic. Lly o'wti view is to radically alter the present procedure 
and to start machines. We have tested this method of working "with the 
machines on the North Western Bailway. There is a mechanism in the 
machine wffiich not only strikes on the card wdiat the debits and credits are but 
it also automatically strikes the numerical balance or the monetary balance. We 
have tested it in the North Western Baihvay andfoimd it perfectly economical. 
So that I have stated to Mr. Bau that in the comrse of the next six months I 
anticipate that the actual results on the East Indian Bailway will perhaps be 
better than they have ever been. I am carrying out this experiment on 
the North Western Bailway because the East Indian Bailway is in such a state 
that any experiment carried out there at present would be of no value. 

Maulvi Abdul Matin Chaudhury. — ^From when has this machine been expe- 
rimented with on the N. W. Bailway ? 

Mr. Scott. — ^From about April. 
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Maulvi Ahdid Matin Ghaudlmry. — ^Do you think that time is quite suffici- 
ent to judge ? 

Mr. Scott. — Quite enough. 

Sir Frederic Gauntlett. — If, as you say, the disease is chronic and of long 
standing it usually needs a surgical knife to get it out. Have you applied the 
surgical knife to the Stores Department ? 

Mr. Scott. — ^If the Railway Board would authorise me to do so I have no 
■objection. You mean the dismissal of the whole staff ? 

Sir Frederic Gauntlett. — I do not mean quite the whole staff, but in view of 
the system of obstruction or worse about which Mr. Raghavendra Rao defi- 
jiitely hinted, do you not think it might be desirable to remove any members 
■of that staff ? 

Mr. Scott. — I have left tentative instructions with the Chief Accounts 
■Officer in respect of the present situation and in respect of the application of 
"the surgical knife to which you refer. 

Maulvi Abdul Matin Ohaudhury. — ^Is it a fact that recently owing to the 
inadequacy of the machines the'N. W. Railway was involved in a loss of 2^ 
lakhs 1 If the machine is not working more accurately than the hmnan agency 
is there any justification for introducing machinery ? 

Mr. Scott. — I think that the whole question is coming up a little later. 

Chairman. — Is it a fact that there have been serious miscalculations 1 

Mr. Scott. — A. machine is just a hmnan fabrication. If it is out of adjust- 
ment or if there is wear it vdll not give you accurate results. Nobody working 
with these machines would dream of accepting the results they work out 
without a definite test. In 99 out of a 100 cases it would work out acccurately — 
the himdredth time it may be incorrect. But that is very carefully guarded 
against. I have met people who have complained that the machine was making 
a mistake and adding nine or ten thousand to every item. But the machine 
has to be looked after, it cannot work correctly otherwise. 

Mr. Mitra. — It can make mistakes ? Our idea was that a machine 
being an automatic thing it could not make mistakes. 

Mr. Scott. — It can, but any machine. Hire a motor car, can wear out. 

Mr. Mitra. — ^It can only be caused by the wearing out of the machine ? 

Chairman. — If the parts are out of adjustment they may give you wrong 
■figures. 

Maulni Muhammad Yakub. — If you take work through human agency you 
can fix responsibility ; with a machine you cannot fix responsibility on anybody. 

Mr. Scott. — The machine is a very excellent detective medium. 

Maulvi Muhammad Yakub. — ^But if the machine goes wrong 1 

Chairman. — ^You can check that on the machine. You said Mr. Scott that 
on have a check on the results given by the machine ? 
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Mr. Scott— Y qs. Oiir test is of course a totals check, prepared quite apart 
from the machine, so that every machine process is again referred to the original 
totals. 

Sir Frederic Gauntlett.—FLoyr soon would you find out a wrong adjustment ? 

Mr. Scott. — ^At once. At every step we have a test. 

Colonel Gidney. — I suppose these machines have been indented for from- 
some other coimtry where they work satisfactorily ? 

Mr. Scott. — They have worked now for many years very satisfactorily 
both in America and in England. 

Sir Frederic Gavntlett. — The Prudential Assurance Co. has over 30 of these 
machines and has had them for a very long time. Mr. vScott, I think, obtained 
a good deal of his information from the Prudential. 

Mr. Scott. — ^That is so. 

Chairman. — AVell, Sir Frederic are you satisfied that all action tliat can 
be taken is now being taken ? 

Sir Frederic Gauntlett. — ^Yes Sir. The only statement udiich has caused 
me any disquiet is Mr. Eaghavendra Eao’s statement that in order to put 
matters right he would have to indent on me for special officers. I think it is 
rather a commentary on the efiiciency of the previous staff on the East Indian 
Railway. I shall of course be only too glad to help him, but it is a commentary 
on the old staff that somebody should be brought in to put things right. 

Chairman. — I think we have brought tliat commentary out in various forms 
already. But you referred to the surgeon’s Icnife and I gathered that no actual 
decision had been taken to make any wholesale change in the staff ? 

Sir Frederic Gauntlett. — I only made that comment after Mr. Scott had 
referred to the disease being chronic. 

Chairman. — But before Mr. Scott used that expression had you formed 
your own diagnosis ? 

Sir Frederic Gauntlett. — It is not for me to make any suggestion of that 
sort. Administrative action must go back to the Railway Board. 

Chairman. — ^^Vhat we want to get from yon is whether you from your side 
feel that the criticisms that you have had to malce on the state of afiairs have 
not been properly attended to ? 

Sir Frederic Gauntlett. — The only thing which I do not find precise is 
Mr. Rau’s statement that in the depots outside Howrah the matter was receiv- 
ing special attention. That is a beautiful phrase but I should have much pre- 
ferred the data as to the point to which reconciliation had been brought. 

Mr. Scott. — They have not started as 3''et. I mean there are very consider- 
able difficulties in the way of reconciliation. They have done some parts of it. 
They have reconciled their card balances with the general books ; that recon- 
ciliation has taken place. But the reconciliation of the depot books and the 
ground balances with the actual ledger balances has not yet taken place. In the 
case of the depots other than Howrah the difficulty is that the accounts are 
rather in a mess. They have been adopting different classifications to the 
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classifications in the general books, and similarly depots have been issuing, as 
between themselves, different classifications. 

8%r Frederic Oauntlett . — How long do you think it will take to put matters 
right ? 

Mr. Scott . — ^As soon as I am ready to introduce the new system. In the 
case of Ho^vrah that vnll be in the course of the next two or three months. 

Sir Frederic Gauntlett . — But you have said that you could not possibly 
introduce an experiment on the East Indian Railway because the conditions 
were so bad there. Will the conditions have improved sufficiently to enable 
you to make a complete change and introduce mechanical accounting ? 

Mr. Scott . — I am not counting on any radical improvement. I am count- 
ing on a little progress being made in preliminary work, such as getting the 
classifications uniform. Then I shall introduce a new procedure. 

Sir Frederic Gauntlett . — Do you think you will get loyal assistance from 
people who are there in the introduction of the new scheme ? 

Mr. Scott . — If I cannot get it I shall have to import other staff. I should 
think however that there is certainly a small proportion of men who would be 
useful and ready to work the new procedme. 

Sir Frederic Gauntlett . — Would you be prepared to face that as a possibili- 
ty 1 

Mr. Scott . — I would, Sir. 

Chairman. — ]Mr. Scott, as I understand it, you have really agi’eed with Sir 
Frederic. But I understood you to indicate that you were awaiting sanction 
from the Railway Board for the drastic action which you yourself had recom- 
mended 1 

Mr. Scott . — I have not recommended anything. But the usual thing 
is, when one displaces one method of work by another, such as the introduction 
of machines in this case, the normal procedure is not to dismiss any staff 
which may be rendered surplus as a result of the change but to postpone rec- 
ruitment until the surplus has been absorbed. Now from the time I have taken 
charge I have been impressed generally with the fact that the staff on the East 
Indian Railway is not up to the standard one would wish. As a general state- 
ment I thinlc that is correct. It has been a question with me as to how I should 
meet that situation. The solution, I have now satisfied myself, lies in the 
introduction of an entirely new method which will greatly diminish the number 
of clerks which will be needed. I trust with that diminution that the number 
we take ■will be thoroughly efficient. 

Chairman . — That means to say that in this case you do not mind departing 
from the general rule. You were going in for large scale dismissals of staff ? 

ilfr. Scott . — If the Railway Board would approve of it I would certainly 
not be against a measure of that kind. 

Chairman . — I take it that the type of man who is going to be displaced by 
the introduction of machines would be quite a subordinate accountant or clerk. 
But most of the faults of this are really due to the people at the top who are 
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not going to be afiected at all by the introduction of mechanical methods lower 
down. 

Mr. Scott . — I think the supervising stafi also will be subject to reduc- 
tion. 

Chairman . — Woxild you be able by cutting out the superfluous supervising 
fitafl to retain a reduced stafi of good quality or would you have to remove the 
whole of the super^dsing staff and put in new people 1 

Mr. Scott. — have not come to any decision about the superior staff 
beyond what I have stated that it is a matter about which I have left tentative 
instructions with the Chief Accoimts Officer, that it is occupying my attention 
and in a couple of months’ time I hope I can take definite action. I have come 
to no definite opinion about particular officers. 

Chairman. — ^May we take it that the position is that you are yourself deter- 
mined that the matter must be tackled drastically ? 

Mr. Scott. — Yes. 

Chairman. — YTien jmu have settled on your plan you will tackle it, and so 
far you have no reason to think that your recommendations wll not be approv- 
ed by the Railway Board. You have not so far put up any definite recommen- 
dations about the staff and about re-organising the whole 'system ? 

Mr. Scott. — have not put up any recommendation and I have not the full 
details as to the staff to be displaced — possibly about 30 or 40 or even 50 
per cent. 

Chairman. — What would that mean in numbers ? 

ilfr. Scott . — I should think the staff occupied there will be about 120. 

Sir Frederic Gaxmtlett . — You are only talking about the Stores office 1 

Mr. Scott . — Yes. 

Sir Frederic Gauntlett. — You want to keep that clear. 

Chairman . — That is really the bad black spot. 

Mr. Scott . — I should explain that the difficulty in regard to stores work is 
not so much the work which responsible people have to do. There is an immense 
amount of routine spade work — various documents governing issues and 
receipts have to be individually posted into perhaps 50,000 ledger heads, all 
these have to be extracted and compared with entries in another book, etc. 

Chairman . — I quite understand that. I want to get the general position. 
I take it you agree with the Auditor General for the need for drastic action and 
it is simply because you want more time to study the situation that you have 
not yet taken that drastic action ? 

Mr. Scott . — ^In the course of the next six months I am confident that there 
will be almost a model method on the East Indian Railway. That is the Tnnin 
resxfit to which I have set myself — to introduce a model procedure on the East 
Indian Railway. 

Chairman . — But will there be a model staff ? 
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Mr. Scott. — Well I think there will he a perfectly good staff; if it cannot 
be got there, then from elsewhere, if the necessity is forced upon one to get it 
from elsewhere. 

Maulvi Abdul Matin Ghaudlmry . — ^How have you found that 50 per cent, 
of the staff are inefficient ? 

Mr. Scott. — have not said 50 per cent ; I may perhaps have to go further. 

Chairman. — What Mr. Scott has said is that the introduction of mechanical 
method would displace 30 or 40 or 60 per cent, of the staff. 

Sir Frederic Gauntlett. — May I put it this way. I think it is generally 
agreed that the administration of the Stores Department in the East Indian 
Railway has been very bad from quite the top for-aome years past, and there is. 
no clerical staff in the world that can work efficiently if the administration for 
several years has been bad. That must make a staff inefficient. I am only an- 
swering hir. Chaudhury’s question. 

Maulvi Abdul Matin Chaudhury. — ^It appears to me that the inefficiency of 
the staff has come up in regard to the introduction of the machine, not before. 

3Ir. Scott. — I have introduced the machine and experimented with it on 
the N. W. Railway with a double purpose. One was to see its effect there, and 
I have already seen that there are great possibilities in it even in an office which 
is not affected as the East Indian Railway office is. Having proved that, I have 
an implement with which I can make good on the East Indian Railway. But the 
staff being what it is — ^they have been bolstered up and special efforts have been 
made to improve the position -without any result — that is what made me say 
that the state was«chronic. 

Kumar Gangaiiand Sinha. — How long does it take to train a man to use the 
machine ? 

Mr. Scott. — ^About three weeks. 

Maulvi Abdul Matin Chaudhury . — ^And the approximate expense ? 

Mr. Scott. — ^It -will be a large economy. 

Chairman . — ^What is the capital cost 1 

Mr. Rau. — ^We are hiring the machines. 

Mr. Neogy. — ^How many types of machines are in use ? 

Mr. Scott . — Of this particular kind, there are two. 

Mr. Neogy . — ^Are there only two lands ? 

Mr. Scott . — I am referring to a particular kind of machine. Of other kinds 
of machines adaptable to office purposes there are very many. 

Mr. Neogy. — Of this particular kind there axe only two kinds 1 

ilfr. Scott. — ^Yes. Two companies are dealing in these particular machines. 

Mr. Neogy. — ^Are we not beiug placed in a practically hopeless position so far 
as the supply of these machines is concerned, seeing that there is no chance of 
their being manufactured in India ? 

H620PBrinD 20 
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' Mr.^ScbtL—Tcanm look forwaM to the future. They are manufactured in. 
j^ierica and in England. V 

Mr. Rau.—'La&t Januarj we got a. large reduction in .the cost of . tjie 5 cards 
we use oh them,' and the companies havej I thinlc, almost undertaken to try 
and manufacture the cards in India. 

Mr. jDas.— I have a question. Is hot the defect in the Stores account due to 
thedact that your accounting’ stafi were subjected to the cbnteol of the Stores 
Officers over whom the Chief Accountant has no control ? 

Mr. Scott . — Well these are men xmder the Chief Accounts Officer. ; 

Mr. But stiii, that difficulty.arpse because the Stores officials dih noib 
allow your accouhtihg'staff to function properly.- , . 

. ^eU^ o^ course the, staffs of the i Controller of Accounts have 

greatly contributed and are still contributing to the trouble. 

i . Butis it not due to the fear thatif the Stores Officers report that 

they are doing bad work their proniotioh would be stopped ? 

, , Mr. Scott— 1 know.nothing about that, beyond the fact that a Special com- 
i^ttee met when hiWas last in Calcutta especially to deal with this matter of 
wrong classifications and set it right. 

t. . Mr. Das.— In the matter of promotion, are you gmded hy . the recoh^en- 
dations of your Accountants only or also by those of the Engineer or Stores 
Officers, etc.? 

Mr. Scott. — ^No, they have nothing to say with regard to our staff. 

C/iffirwan.— I , think we have fairly well explored this question of the ;Ba 3 t 
Indian Railway Stores administration. We have had a definite assurance, from 
Mr. Scott that the matter will be seriously tackled in the immediate future and I 
do not think we can say very much more about it now. 
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taken; at , the fifteenth , meeting',^. of the .Public, 
Accounts Committee held on Friday, the 23rd August' 
1929 at 11 a.m. 


Present : 

(1) The Hon’ble Sir George Schuster, 


^ t 

Chairman. 


(2) ]\Ir. T. A. K. Shervan£ 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

<5) Kumar Ganqanand Sinha. 

(6) Manlvi Abdul Matin Chaudhuril 

(7) Mr. K. G. Neogy. 

(8) Maulvi i\roHAMxMAD Yakub. 

(9) Mr. K. C. Hoy. 

(10) Lieutenant-Colonel II. A. J. Gidney. 






Me^iibers. 


(11) Sir Frederic (Iauntlett, Auditor General. 

(12) The Hon’ble Mr. E. Burdon, Financial Secretary. 

(13) Mr. G. Kaula, Director of Railway Audit. 

(14) Mr. a!, C. Badenoch, Director of Commercial 

Audit. 

* . J.* 

(15) ^Mr. B. Nehru, Deputy Auditor General. 

Mr. P. R. Rau, Financial Commissioner, Railways. 
Mr. "W, H. Scott, Controller of Railway Accounts. 
Mr. J. A. Tower, Director of Finance', Railways. 


1 

I Were also 
( present. 


1 

^ Witnesses, 

J 


The Chairman read out the terms of reference to the sub-committee 
and also announced that the sub-committee would meet on the afternoon 
of the 26th, and the mornings of 27th, 29th and 30th August 1929. 

Mr. P. R. Rau, Financial Commi^ioner, Railways, adverting to the 
infonnation which ho promised to give regarding land acquisition proceed- 
ings in Nagpur said that the Agent in October 1923 explained that the 
owner of the pi’operty had retired to England and that there was no one 
in India with full authority to act on his behalf. Accordingly in order 
to avoid delay and , complications which were liable to ensue if the land 
acquisition proceedings were left to follow 'the normal course, negotiations 
were opened with^ the Solicitors of , Mr. Reynolds. But the matter was 
further complicated by the fact .that Mr. < Reynolds ’ mental condition was 
such that a Receiver was appointed by the Court and eventually negotia- 
tions were opened -with a representative appointed in Jndia with full 
pqwcr.s and the bargain was struck at Rs. i;75,'000. which, included the 1.5 
per cent, compensation and it further included the cost of .extension, , rent 
charges, etc. The Railway Board agreed to it. In May 1924 the Agent 
came to the Railway Board with a proposal to renovate the bungalows 
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at a cos! of Bs. 44,000 and the Eailway Board liad no option but to sanction 
tbe renovation. This happened before the financial side of the Railway 
Board was strengthened in 1924. Mr. Ran felt sure that those proposals 
would be more carefully scrutinised at present when the Eailway Board 
had sufficient staff to cope with the work. 

Chairman. — ^We cannot accept such reasons as the absence of people 
on leave as an excuse for departing froln the proper procedure laid down 
in land acquisition proceedings. 

Page 7 {paragraph 14) of flic Beport. 

771. Ifr. Das. — The Committee have to make a recommendation on 
this subject. There is nothing to he discussed now on this paragraph. 

Page 12 {paragraph 29) of the Beport. 

772. Sir Frederic Gauntletl. — I take it that it is a matter for the Com- 
mittee dealing with the convention. 

Mr. Neogy.—rHavinQ regard to the very large size of the Reserve, don’t 
you think that a strong ease is made out for reduction in rates and 
fares ? 

Chairman. — That is exactly the sort of question which is being dis- 
cussed in the other committee. 1 do not thinlc it will be the intention of 
the Legislature that this question should be discussed by tsvo commit- 
tees. 

773. Mr, Das. — In i3age 16, paragraph 35 of the Report of the Public 
Accounts Committee on the Accounts of 1926-27, it is said : “ We would 
also commend for the consideration of the Government of India the question 
whether the Department might not use its accumulations in the depreciation 

fund for avoidance of debt This was with reference to the Postal 

.and Telegraph Department. With regard to the Railways, the report 
says : — 

“We notice in this connection that the kindred question of invest- 
ment of balances in the railway depreciation and reserve funds 
is under consideration of the Railway Department.” May I 
know what has been done in the matter ? 

Chaii'man . — ^As the Committee knows the question of investment of 
the balances in the railway depreciation and reserve funds is really a ques- 
tion which concerns the ways and means of the position of the Govern- 
ment. I mean those funds form part of the ordinary government balances 
and the result in practice has been they have been used for financing capital 
expenditure on railways, 

Mr. Das.— Would not the postal department claim that the fund should 
be invested in the postal department because they are paying a larger 
interest when they borrow from Government. I want to know what the 
views of the Government are if the postal department wants their deprecia- 
tion fund to be invested in reserves ? 

Chairman. ^Wliat is exactly your proposal ? Do you suggest that the 
Government is not allowing sufficient rate of interest on these depreciation 
and reserve fund balances that it holds ? 
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Mr.. Neogy. ^What is the rate of interest that is paid on this reserve ? 

hir Jj^redenc Gfauntlett. — I might say on that point that it has been, 
brought out quite clearly in Mr. Jukes’ memorandum. 

Chairman. — I forget for the moment what the rate of interest is. 
hat I would say is that the rate of interest to be allowed on these balances 
waSj as far as I know, an integral part of the whole railway convention, 
and if you want the Government to pay a higher rate of interest to the 
railways, that I think would have to be taken into account with all the other 
terms of railway convention. 

Mr. Bau. — It was not in the resolution itself, but that was the arrange- 
ment entered into between the Finance Department and the Railway Board, 
The arrangement was that the rate should be one per cent, below the rate 
charged to the Provincial Loans Fund, the reason for that being that this 
was practically call money- 

ill?'. Da.s. — You have no statement to make on paragraph 35 of last 
year’s report ? 

Mr. Bail. — This question is being considered by the separation com- 
mittee. 

Chairman. — ^It^s being regarded part of the railway convention which 
is considered by the other committee. 

’ Mr. Neogy.< — ^Not the rate of interest. 

Chairman. — Yes, what •\ve consider is ; are the railways properly 
treated ; is the Government profiteering on railw^ays ? This is one of the 
factors in considering that issue. 

Page 13 {'paragraph 30) of the report. 

774. Mr. Das. — Against the Madras and Southern Mahratta Railway, 
the percentage between column 3 and column 4 has decreased, while the 
surplus profit has increased. Whj'' is it so ? 

Chairman. — ^Actually since 1925-26; it has not increased. Of course 
there w^as a difference -which would be accounted for by increase in capital 
at cliarge. The percentage maj'- be lower, but the total profit may be higher 
because the capital at charge has gone up from 44 to 53 crores. 

Sir Frederic Gwuntlett. — ^It is curious that between 1926-27 and , 
1927-28 there w^as a drop of over nine lalchs in the net receipts and yet 
the surphis profits paid increased slightly. 

Mr. Ban. — The surplus profits are- divided after the interest payments 
are deducted from the net receipts. But I think in 1927-28 there was a 
certain change in the division of the surplus profits between the Secretary 
of State and the Company which is given effect to in those year’s accounts. 
Formerly the -whole amount of advances of the Secretary of State was 
profit-sharing capital and it is now being treated as bearing interest. 

Sir Frederic Gawitlett. — I will draw up a memorandum dealing with 
this question. 

Chairman. — On a previous occasion I asked for an annexe to the 
general report dealing with commercial undertakings. 1 think we can 
-get a much more instructive report on how the railways ai’e really working 
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if we are to include in the report some S 9 rt of explanation other than that 
wliich Sve are‘ now getting from tliis bare statement in the Accountant 
.General's report. 

Sir Frederic Gmmilett . — ^It is very curious that the same questions 
have been occupying the attention of Mr. Kaula and myself for about a 
year after a scrutiny of the Appppriation Accounts which are published 
in South Africa. .They are most* compendious and I was very interested 
in them and studied tlmm.vep^ carefully. *,Tiut when we came to investigate 
the situation as we ' did very carefully,' Sve found that in tlie Apprp- 
Iiriation Accounts was included a considerable amount of information which 
in India is spread over the Finance arid Hevenue Accounts which 
go to' Parliament and in the annual Administration Report which is pub- 
lished by the Railway Board. It is a question of how far it is desirable 
to duplicate the ‘information which is available elsewhere. There is always 
"the problem as to -whether the Appropriation Report in itself is to be a 
self-contained document at the expense of duplication or whether we 
should call attention to matters which are dealt with elsewhere or omit 
to deal with those questions which are dealt with elsewhere. I quife 
appreciate the point that if these matters are dealt with in the Appropria- 
tion Accounts, they will be dealt with from a somewhat ditl'ercnt point of 
view from that which obtains when the Administration Report is being 
drafted. I thinh it is eminently a subject which^ wants much more 
thoughtful consideration. At the same time I have on occasions found 
fault -with some of my own Accountants General for duplication of 
work. 

Chairman . — I do not think I am suggesting duplication. J am suggest- 
ing really the presenting of a lot of information which is available already, 
in a form which -will be easily intelligible to the Committee. What I have 
been suggesting all along is that .this Committee besides dealing with points 
of financial irregularity in the accounts and such types of questions .should 
at the same time review the general working results of the Government’s 
commercial undertakings in a much more detailed or rather in a more 
general -way. It should be able to make a general survey as to ho'\y com- 
mercial Tindertakings are running.' 

Sir Frederic Gauntleti . — That -will include a review of three years. 

Chairman . — I want the Committee to have before it the sort of report 
which the Chairman of a public company gives the .shareholders at a 
general meeting, say, something -u'hich reviews the general results. That 
of cour.^-e. in this case, would not be for the Accountant General lo prepare, 
but it would be for the department responsible to prepare, I suggest, in 
eonsultalion with the audit side. Of course, I have a second implication. 
What I am suggesting is that we want something, while .we are considering 
commercial undertaking.s, which will be more up-to-date than these accounts 
that we are dealing Avith Avhich are always three years behind the clock. 

775. Mr, Neogy . — I find that the figures in the Administration Report 
diifer considerably from the corresponding figures as given in the Appro- 
priation Accounts. So it is very difficult to rely on the Administration 
Report. In the ease of the Madras and Southern Mahratta Railway, for 
capital at charge given in the Administration Report is 
^mtlerent from that giA'en in the Appropriation Accounts -and similarly 
(there are dilferenees in the other figure.s. 
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Mr. Ban. — The chief difference is due to the fact that in that Admin- 
istrafion Report ‘the exchange is taken at 1 shilling and' four pence «ind here 
it is'l shilling and C pence. It will be set right in the new Administration 
Report. 

Sir Frcdcnc Ganiitlctt. — I might mention, Sir, that one of the most 
important questions which it is necessary to settle before the presentation 
of the figures is finally decided upon is still undecided, and that is, how 
are you going to convert money which has been spent in sterling in England 
into rupees for arriving at the total figure ? I sent forward certain 
proposals about that matter to the Railway Board some 2.1 year.s ago. The 
question is' most important in the ca.se of railways, but it is a question 
which is of considerable importance throughout a large portion of tlie 
Einanee and Revenue Accounts. It is a general decision Avhich is required 
more than a particular decision for the Railways only. The principles 
that were agreed upon in England when the neiv form of Finance and 
Revenue Accounts was decided upon in 1921 were that sterling money 
should be recorded in sterling and rupee monej' should be recorded in 
ruiiees and that no attempt should be made to combine the two unless it 
was really necessary. But whei’e it is really necessary the question as to 
how it ought to be done is still unsolved. 

Chairman . — I did not know that the general question i.e still outstand- 
ing and that jmu were asking for a definite ruling on it. 

Sir Frederic Gaunileii. — I did not ask for a definite ruling, hut the 
question has been taken up on the Railway Board files and I assume that 
any principle that was accepted for the Railway Board i^ould be accepted 
a.s of general application. 

Chairman. — Are there any’ more questions on this point i 

776. ilfr. Das. — In this note which Mr. Ran ivill submit to the Com- 
mittee 1 would ask him to explain how although in the Madras Southern 
Mahratta and Soutli Indian Raihvay^s the surplus profit liad increased, in 
the matter of the Burma Railways it had decreased although the percentage 
of jirofit liad increased. The same also apjilies to the Bombay’ Baroda 
Railway’. 

3fr. Bon. — T shall have a memorandum on that pnini circulated to 
members of the Committee. 

Kumar Ganganand Sinha. — On the lines of the Auditor-General’s 
report ? 

Mr. Ban . — ^As regards the note of the Auditor-General I should like 
to make one statement. It seems to me that in comparing the different 
years it i,s better to take the appropriation to the depreciation fund than 
the actual expenditure' on renewals and replacements ’vhich varies from 
year to y^ear ; and I find that if that had been done the general comment 
of the Auditor-General that there is a fall in profit in the case of the 
three company lines would not hai’e been correct. In the case of the 
Bengal hlagpur Railway there i.s a loss but it is steadily diminishing. In 
1925-26 it was 46 lakhs and 60 thousand, in 1926-27 it was 40 lakhs and 
45 thousand and in 1927-28 it was 20 lakhs and 31 thousand, and so on.' 

Sir Frederic Gannilcfi . — You say the result is that the loss is steadily^ 
diminishing but the figures as given in paragraph 30 show a profit. 
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Mr Bau . — It is a loss if you take the appropriation to the deprecia- 
tion 'fluid, instead of taking the actual expenditure on re'ne^vals ,'ind replace- 
ments. 

Sir Frederic Gauntlett . — ^You could not depart from the contract and 
make a radical change in the method of calculation of surplus profits. 

Chairman. r—Wliat you mean is that in the Bengal Nagpur figures 
supplied here we are dealing with the actual expenditure on depreciation, 
and that has varied from year to year ? 

Mr. Bau . — ^And varied considerably. In 1925-26 the appropriation to 
the depreciation fund is 109-J lakhs and the actual expenditure is 42 lakhs. 
Next year the figures are 1144 lakhs and 28 lakhs. In 1927-28 the appro- 
priation is 116^ lakhs and the expenditure 57 lakhs. 

Sir Frederic Gauntlett. — I think these figures show conclusively the 
merit of the institution of the deijreciation fund. 

Mr. Bau. — So for tlie purpose of comparison I suggest that the 
Accountant-General should show the figures of appropriation to the depre- 
ciation fund here. 

Sir Frederic Guntlett. — i\Iy submission is that in this report we must 
deal with the facts as they are, and these are the facts. 

. . Chairman. — Yes, but I think there should be a footnote to that because 
in tliis particular case a profit and loss account is being made up on quite 
a different principle from all the other cases. 

Sir Frederic Gauntlett. — ^4Ye might have an additional column showing 
the results which would have been arrived at if the appro])riation to the 
depreciation fund had been taken instead of the actual amount spent on 
renewals and replacements. 

Mr. Mitra . — If we take all these into account then the Bengal Nagpur 
Railway will show a loss ? 

Mr. Bau . — ^Yes. 

Mr. Das . — In that case how are they entitled to share in the surplus 
profits ? 

Mr. Bau . — ^TJnder the contract. 

Chairman.-. — They are working on the basis of actual expenditure and 
not on the proper theoretical appropriation that ought to be inade. "We 
are going to suffer for it now. 

Sir Frederic Gauntlett. — Considerable light is thrown on this question 
in paragraph 41 of the report and the statement on page 22. 

ilfr. Das. — This is a new statement which has been introduced this year 
and I hope the Auditor-General will continue it eveiy year. 

Para. 3i cf the Beport and para. 16 of the Auditor-General’ s letter. 

^ 111. Mr. Bau. — The statement made in sub-pai’agraph 2 is rather more 
deiinitc than (he Railway Board would commit themselves to. 

luimar Ganganand Sinha. — I .should like to laiow why the reduction 
01 tares did not stimulate traffic on the E. B. and B. N. Railways. 
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Mr. Bail. — In the B. N. Railway there was no reduction in fares. In 
the B. B. Railway in tliat year, so far as I remember the reduction was only 
maldng third class mail and ordinary fares the same. 

Mr. Das. — I have to raise one point about the N. W. JRailway. I find 
that there was no increase in the number of passengers carried. 

Mr. Ban. — That is the effect of growing motor traffic. 

Mr. Das. — We have to see to the general administration of that railway, 
and in paragraph 39 it has been mentioned that on the N, W. Railway 
“ the increase in earnings is mostly due to the development of long distance 
traffic, the actual ioiinage carried being however less than in the previous 
year I am only pointing out that that railway is making a lesser profit 
and so the Railway Board should be careful to see that they do not un- 
necessarily increase, the capital of that railway, because that railway is 
always running at a loss. 

Mr. Bail. — I cannot see how the administration can be held responsible 
for the actual tonnage being less or the actual number of passengers being 
less. 

Mr. Das. — If j’ou reach the maximum of passengers and the maximum 
tonnage, it is no use increasing your mileage whereby you increase the 
capital expenditure but you do not increase your revenue. 

Chairman.— J think each extension has to be considered on its meiits. 
If it happens that thei-e is a big area v.'hich can be developed I do not think 
we should condemn it because the N. W. Railway is showing slightly worse 
results than other railways. 

Mr. Neogy. — When you consider the case of the A. B. Railway, it was 
a losing concern for many years. It is because of the new extensions that 
it is showing some little profit now and the new extensions have proved 
profitable. • 

778. Colonel Gidney. — In view of the increasing motor transport on 
roads, what steps are being taken to help the railways : 

Chairman. — That is a .question of general policy which the Railway 
Board are now considering. As a matter of fact I think I am correct in 
saying that the railways at present have not got statutory powers to run 
motor transport. This question is a very important one. We must see 
that the railways in India do not get to the same position as the railways 
in England have snddenlj' found themselves in, that is, that they are up 
against a very serious form of competition which is reallj’’ being subsidised 
out of public money because motor trau.sport does not contribute a fair share 
to the upkeep of roads. That question is one which arises in connection 
with the whole road policy of Government. I do not think we can discuss 
it now but I just mention it as illustrating one of the remarks that I made 
yesterday. It is a question of general policy on which the Finance Member 
ought to confer with the Commerce Member. 

Bir Frederic Gannilett. — This point is referred to in paragraph 38 of 
the rexjort. 

Chairman. — I think the Public Accounts Committee could quite use- 
fully comment on the fact and suggest that the time has come when the 
Railway Board •which is responsible for the management of the railways 
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should consider the raiiAvaj’' j^olicy in relation to the possible competition 
of niotor transport. ^ ■ 

t t 

Ktimar Gancjanand Sinha. — I think in England the railways ar^« 
running motor buses ? 

Chairman- — Yes. 

Kumar Ganganand Sinha. — The railway's in this country may also do 
the same thing. 

Chairman. — That would he the sort of thing thej'^ will have to consider. 
But for the present 'we vill mak6 a general recommendation of that kind. 

, > • < a 

Para. 37 of ihe Peport. 

Sir Frederic Gounlleti. — ^Detailed comments on this statement are con- 
tained in paragraphs o8 — 40. , 

779. Chairman. — This is a statement which it is somewhat useless to 
study now as they relate to things that happened two years ago. Would it 
be possible to bring this statement up to date in the report and give the last 
year's figures as well ? 

Mr. Kaula. — ^Not when the report is written. 

Mr. Ban. — ^We could probably circulate a memorandum just before the 
meeting of the Committee. ■' 

Mr. Dos.— I find that the company-managed railways are doing better 
as regards passenger and goods trafiic. So I think the Railway Board 
should consider whether the company-managed railways slionld not reduce 
their rates and freights and bring them to the level of the State-managed 
railwa 3 ’’s. I refer particularly to the B. N. Raihvay. 

Mr. Ban. — That is not quite correct. They have been reduced. The 
M. and S. M. Raihvay for instance reduced its rates in 1927.' 

Sir Frederic Gaunih-ff. — The tAVo raihvays Avitli Avhich Ave are mostly 
concerned are the E. 1. and B. N. Railways. The B. N. RaihA'ay increased 
from 24.5 to 25.8 j the E. I. RaihA'ay increased from 72 to 76.3. So the 
increase on the E. I. Raihvay AA-as more than on tlie B. N. RaihA'ay. 

ilfr. Das. — That is due to the reduction of rates. But the rates on tlie 
B. N. Railwav have not been reduced. 

‘ t • 

780. Sir Frederic Gauntleit. — kir. Ran, is it po.ssible for you to force 
the railAA'ay eom]mnics to reduce their rates ? 

Mr. Bail. — I believe, we are trying to persuade the ife. N. RaihA'ay to 
reduce its fares. 

Mr. Neogy.‘ — ^j\.re you not trying that for the last three or four yeap ? 

Mr. Ban. — 1 hope tlicre is some chance of .success. We could indirectly 
force them bj' reducing the maximum. ' 

ilir. Neogy. — Do you prescribe a maximum separately for each railAAay 
or is it uniforn. ? 

Mr. Bav. — It is uniform, but there are few exceptions for special lines, 
like the Kalka Simla Railway. 

ill?-. Boy. — ^IVould you like a revdsion of the Indian Raihvays Act in 
1 hat "respect ? 
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Mr. Snu. — A revision of t3)e Act is under consideration. 

Mr. Das. — I hope the B. N. Railivay will reduce their rates for the 
benefit of Govei’unient as well as the passengers, 

^ i f 

Mr. Bav. — The vrhole question is whether it would be a jiaying pro- 
position to reduce rates on the B. N. Railway because even now it is being 
run at a loss so far as, Government is concerned. 

Mr. Das. — I’hat is due to mismanagement for so many years. 

Sir Frederic Gvuvileii. — The Railway Board cannot force a compan 3 ’’ 
to reduce its rates except by a reduction of the maximum fare. ' ' 

Mr. Bav. — The maximum rates on all railwaj’^s, except hill railway's, 
are uniform. The relevant clauses of the contract with railways are — 

“ Tile Seeretaiw of 'State shall from time to time .authorise maximum 
and mnnmuni rates within wiiieh the Company shall be entitled 
to charge the public for services rendered by waj'^ of or in con- 
nection with the convej'^ance of passengers and goods on ‘the 
undertaking, and shall prescribe the several classes and descrip- 
tion of passengers and goods to which sucii rates shall be res- 
liectivety ajiplieable’as well as the 'extent to which within the 
maxima and minima so authorised the Companj* may vary the 
said rates in respect of the distance or weight or special condi’ 
tions under which such conveyance takes place or services aie 
rendered. 

The Seeretaiy ol State shall give the Company not less than three 
months’ previous notice in writing of his intention to make any 
change in the rates or classification so authorised and prescribed, 
_and unless the Companj'- shall assent to such change it shall not 
be operative until the expirj’- of the said notice. Provided 
that when the Secretary of State shall declare that a change is 
necessarj^ to meet a public emergency it shall suffice for him to 
give such shorter notice as he shall consider rea'^onable ” 

781. ilfr. Neogy. — 'What is the position of the Rates Advisory Com- 
mittee with reference to the question of fixation of fares and rates on 
company lines ? It cannot give any decision which would be binding on the 
.companies ^ 

Mr. Bav. — No. 

Mr. Neogy . — Sap]>osing,the.Rptes Committee recommends a reductioo 
of ^fare in the ease of a companj’’ line, how" do you see it is carried out. If 
the Railwaj^ Board agrees with, that recommendation ? 

Mr. Rflic- -Clause 31 gives the answer to that question. It runs as 
follows : — ' ’ 

. “ The company shall not as between members of the public make or 
• give anj’^ undue or linreasonable preference or advantage to or 
in favour of any particular person or company or any particular 
description of traffic or subject any particular person or com- 
pany to any undue or Unreasonable prejudice oi- disadvantage. 
The Secretary of State shall have absolute power for the purposes 
of tills section to decide whether any preference, advantage, 
prejudice' or disadvantage is undue or unreasonable.*’ 
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Chairman. — But tlie power to fix maxima and minima gives you a 
powerful lever ? 

Mr. Bau . — Yes ; but it is so poAverfnl that it is hardly ever exercised 
except as a lever. 

Chairman. — It looks from the contract as if the Secretary of State 
has got absolute power in the matter. 

Mr. Boy. — ^What is the position under the Railways Act as regards 
maximum and minimum rates and fares ? 

Mr. Bou. — I do not remember the Act myself : I cannot possibly 
answer that question offhand. 

Chairman. — The only thing that the Committee can possibly say is 
that in vicAV of the poAvers Avhich appear to exist in the agreements Avith 
oompany-owned railwajAS the Eaihvay Board ought to foUoAV a definite 
policy of adjusting rates on compan5'-managed lines to rates on state lines. 

Mr. Bau. — That is not always possible ; as a matter of fact it must 
depend on the conditions and financial prospects of that line and all that 
sort of thing. Mr. Das's point is that % reduction of rates ^s'e could get 
increased earnings. 

Mr. Da ^. — That is one of my reasons. The B. N. R. has never reduced 
its rates. 

Chairman. — We might add “ unless there are ecoiiomie reasons to the 
contrary ”. 

Mr. Boy. — Might I suggest a recommendation that this might be con- 
sidered in connection Avith the revision of the Indian Raihvays Act which 
is now before the RailAA^ay Board — ^the question of adequate powers ? 

3Jr. Bau. — We liaA’^e got adequate poAvers noAV, I think. 

Para. IS of the Auditor General’s letter. 

782. Chairman. — What haA'e you to say as regards this increase in fuel 
expenditure ? 

Mr. Bau. — The fuel charges haA'e increased but as a matter of fact 
there has been no increase in the consumption of fuel per train mile. I 
thiiifc in comparing figures it is really the consumption of fiiel Avhich ought 
to be considered and not increase in charges because charges include freight, 
and the explanation of the B. N. RaihA^ay is that the total freight charges 
on fuel were increased during this year as a larger quantity of fuel was 
taken from their joint collieries at Sawaney. 

Chairman. — This again is the sort of figure which one Avould like to be 
brought up to date Avhen we are discussing the question. 

Kumar Ganyanand Sinha. — What about the Burma RaihA’ays (para. 
77) ? 

Mr. Ban. — I take it that the consumption of fuel is also higher. 

Chairman. — The consumption has also gone up there ? 

Mr. Bau. — It is a verv slight increase. The fuel referred to there is 
Avood fuel. 
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Mr. Neogy. — You say tliat the freight charges on coal account for 
the increased cost : "why should j'^ou not purcliase coal in the most favoui’- 
able market ? 

Mr. Ban. — TJiis year over three-fifths of the coal for State Eaihvays 
was taken from the inthlic. 

Kumar Ganganand Sinha. — But what about the remarks in para, 44 " 

Mr. Ban. — The charges have increased but not the actual consumptiou 
in pounds per train miJe : in fact they have economised. 

Chairman. — Is the B. N. Railway working entirely on coal produced in 
their otvn colliei-ies ? 

Mr. Bau. — I am nor sure. 

Chairman. — Would it hot be better to charge the cost of the coal pro- 
duced at the B. N. Railway owned collieries at the fair market price of 
coal i 

Mr. Neogy. — Have they any commercial accounts ? 

Mr. Bau. — N-e hoioe to have our departmental collieries on a cost 
accounting basis this j’eai*, but it will not meet Mr. Neogy ’s point as regard.s^ 
other collieries as we cannot impose upon company-managed railways our 
system of accounts ; once we start a real commercial system of accounting 
in our railway collieries, other railways will probably follow suit : but till 
we set our own house in order we cannot really compel others to do so. 

Chairman, — I think we might note that it is a very unsatisfactory 
feature in the accounts of the B. N. Railway that apparently the loss on 
working their coal mines is being borne by the railway accounts. 

Sir Frederic- Gauntlett. — The report as presented does not indicate 
whether the actual results of running the B. N. RailAvay collieries come into 
the accounts of the railway itself : I cannot see for a moment where else 
they could come in. 

Chairman. — Why has the cost of freight gone up ? 

. Mr. Bau. — Because of a longer lead : they are taking it from more 
distant collieries and the distance to the loco, sheds has been greater. 

Chairman. — I tliink you make an economic mistake when you say that 
the cost of coal has not gone up because the cost of producing coal includes 
the cost of bringing it to the place where it has got to be consumed. 

Mr. Bau. — The cost at the pit’s mouth was lower than in the previous 
year. That is what I meant. The whole question was that there was a 
longer, lead and we cannot take it as entirely a loss because the railway 
presumably got the freight. It is only the additional haulage involved 
that shr.uld be taken. 

Kumar Ganganand Sinha. — How does the matter stand now ? Are 
they continuing to take coal from distant places ? 

Mr. Bom . — I do not know about the followng year. 

Chairman. — I suggest that the conclusion is that whatever the actual 
facts are, the commercial results of running the B. N. Railway are being 
complicated by the fact that the Railway are using their own coal and it is' 
possible that the railways are being made to show worse results in order to 


J 
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ayoid shov^^ing a loss on working tlie coal mines ; and it is a subject wliich. 
snould be inquired into and the accounts of the coal mining undertaking 
ought to be kept on a proper commercial basis and that the B. N. Railway, 
as a railway undertaking, ought not to be charged by the B. N. Railwav^ 
coal mining undertaking more than a commercial rate for the coal which" 
it uses. 


Pam. 30 of ihe Auditor GeneraVs letter. 

783. Chairman. — Have you anj^hing to saj-- on para. 20 of the Auditor 
HeneraFs letter ? 

Mr. Bau. — The Auditor General’s suggestion has been given effect to. 
Sanction was asked for on the ^ 18th October 1928 for the extension of _ the 
Chief Commissioner’s appointment and the sanction, dated the 3rd Decem- 
ber 1928 was received on the 24th December 1928. 

Mr. Das. — 'Why did you take one year to write to the Secretary of 
State ? 

Mr. Bau. — The ease is the personal case of a high officer and such! cases 

sometimes get stuck in still higher quarters. 

1 ( 

Mr. Das. — Wa« it in the Railway Board or in the Finance Department ? 

Mr. Bau. — The Finance Department has nothing to do with it. 

Mr. Shervani. — Does it not mean that you can give an extension to 
your own officers without any legal authority ? 

Mr. Bau. — It was not given by the Board ; it was given by the Govern- 
ment of India. 

Kumar Gancjanand Sinha. — Can you give an assurance that' such a 
thing will not recur ? 

Mr. Bau. — I hope so, but obviously I cannot give an undertaking. 

Mr. Boy. — ^You will admit that,, it is not a matter for the Railway 
Board itself but for the Governor General in Council ? 

31r. Bau. — Yes. , 

Fara. 28 of the Auditor General’s letter. 

784. Chairman. — We next come to para. 66 of the Report — ^para. 22 
of the Auditor General’s letter. 

Mr. Bau. — This Avas a ease which I settled in Calcutta Avhen I was 
there last . have issued instructions : I understand that the figure of 
Rs. 15 mentioned here is a mistake. The Agent explained to me that as 
a matter of fact no, loss Avas incurred because he had got reductions in 
rates that contractors charged ; but I told him, it Avas nor possible to set 
off one against the oilier and that it Avas much better to pay the contractor 
the proper rate and charge him proper rent ; he has accepted that. 

. Mr. Das. — I haA'e one general observation to make, that Ihis strengthens 
the Public Accounts Committee’s recommendation and the Auditor Gene- 
ral’s demand that the Government Examiner’s staff should be strengthened. 

Chairman'. — ^I am very glad to accept that observation. 
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^^■. 785.;,ifjmj.a?%.^^^^^^^ any otlier railway in wiiich 

the Cash Department is worked, by contract ? 

f ; North Western Railway— and veiy satisfactorily 

too, I understand. 


Colonel Gidney.—Js it your desire to introduce it in the E, I. R. too ? 
Mr. Ban . — -It depends on the results of the' tehdm-s we have called for : 


i£,we can get , a , reliable.* contractor, and. if ; we find that the cost would be 
much less than our cost at present, running. it. departmentally, I suppose 
it would be in the interests of the railway to do so. 


_ . Kumar . Ganganand Sin]ia.—H.ov,’ long has the contract system been 
workeicl oh the N. W. R. ? 

Mr. Ban.— 1 cannot say exactly : it has been worked for years, 
ilfr. J^ 02 /.-^^Vhat is the' practice in other countries ? 


ilfr. Bdii.—i do not know. 

, ;Mr. Mitm.— regards reliabilitj^ it might be enougli if we demand 
a larger security ,? , 

Y,.,ih?’. ,Rflk*~ 7 lr, think , on the E. I. R. we are asking for two or three lakhs 
of riipeek dcposit. as security. 

jkr. Roy . — ^Wliat is the practice in the Cui-rency Department ? 


•,;u,,'ihr. ;:i?fla.T-Tlt is. departmentally worked, .but in the Punjab and the 
United Provinces treasuries, I knoAV thei'e are contractors. 


Mr. Boy. — ^J.)o you consider the. system wholesome ? 


Mr. Rai/.— The Railway Board has decided to call for tenders. 

Ax\:y.Goloncl G\dney.—^\\G Auditor. General remarked that ample, action had,; 
been faken in the . matter have just -looked at. this and find thatrtha r 
actiohi , consisted ; of ; .the , officer being, allowed = to .resign ,, and, his - gratuity 
forfeited : which means that he received his provident fund and his bonus. 


Am 1 right ? 

. Mr. Ran.— Zes, that is correct. 


Mr. Dos.— The offence seems to have been serious-: the man entered 
the,, strong room without witnesses and allowed certain records to be 
removed. , . , ' .. . , , 


was carefully .considered by the B. N. R. in 
cdhsultation with their legal advisers and it was on legal advice that it was 
decided to allow him t6 resign on forfeiture of his gratuity ; they found 
they could hot substantiate a case for criminal prosecution. The solicitors 
of "the B. N. R. are Messrs. Oiu* Dignam and Co. As a matter of fact the 
original intention, of the.B. N. R. and of, the Railway Board was to take 
more severe, nieasiires, but after taking legal advice they decided that this 
was the best they ’ could do in the circumstances. 

’ V V Mry. Das.— Thespuly,ppint?:t^; arises; is. ;t^^ ehie^'.;au^itpr,,pf. 
company-managed railways cannot be relied upon and it shows that tiicre' 
shoiiid be more scrutiny. 
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Mr. Ba%i. — We ]iave now changed from the contract to tlie departmental 
system there. 

Mr. Das. — ^Bnt now you are going hack to the contract sy.slem on the 
E. I. R. ? 

Mr. Ban. — ^Because the .sj'-stem is not ])ad in itself and we have very 
satisfactory experience of it on other railways. 

Mr. Das. — ^You have not taken the advice cither of the Finance Depart- 
ment or the Auditor General in the matter ? 

Mr. Ban. — We do not usually take Ihe advice of the Auditor General 
in questions of administration. 

Mr. Das. — You might do so in trying to run railway accounts 1 

Mr. Bau. — ^We have got sufllcient experience of the system on the 
N. W. K. and which Avas under the Auditor General’s control till recently. 

Manlvi Mohammad Yalcuh. — ^Is it not proper that such a fundamental 
Ijolicy of financial control must be referred to the Finance IMembei-, if the 
financial policy of the Government of India is to be controlled bj' the 
Finance Department ? 

Chairman. — ^It is not a questiojx of fundamental policy j it is a question 
of administration and a question of economy ; it is not a question of policy. 

Sir Frederic Gaunihil . — It is not that this proves the inherent un- 
soundnoss of the S 3 '’stcm of contractors, but the fatal results that may liappen 
if 3 'ou have a Chief Auditor Avho cannot be relied upon. 

Manlvi Ahdnl Maiin Chaudhury. — If the sj^stem is not at fault, why 
did you change tlie .system ? 

Mr. Ban. — That was the advice of the officer whom avc sent down to 
start an investigation into this affair and they borrowed from the G. I, P. 
Eaihvay which is working on the departmental s.vstem their cashier who 
had experience of j'cars and he Avas entrusted Avith the diity of reorganising 
the whole .system. It is probably a ca.se of the burnt child dreading the 
fire ; naturallj’’ if j'ou liaA'e a bad experience of one .sj'stcm, you Avould try 
another. 

Sir Frederic Gaunilett. — Once j'ou hoA'c a subordinate establishment 
Avhich has been subject to unfair temptation the only thing to do is to get 
rid of the establishment and start another. 

Chairman. — I suggest we cannot noAv enter into a general discu-ssion 
on the question of the system of running our treasuries. We are really 
concerned Avith thi-s particular case and are satisfied that the action taken 
was as severe as it could be. I do not thinlc therefore there is anything 
more to be said. If the Committee wants to raise discussion on the genci*al 
system of running treasuries, thej' must take another occasion for doing 
that. 


Paragraph 33 of the Andifor GcncraVs letter. 

786. Chairman. — Paragraph 32 of the Aiiditor General’s letter, pages 
49-50. This refers to the inclusion of the balances of materials lying 
unused at the site of the Avorks in the annual return of stores. An explana- 
tion was furnished and Ave Avere satisfied with it. 
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'J'he next question is tlie extension to other Railways of the procedure 
of the N. W. Railway where stores issued to sheds for reveauo repairs 
foian part of the stores Ijalanees. 

Mr, lxau.~l am afraid I have not been able to trace the letter of the 
Pirector of Railway Audit on that point in which we refused to agree to 
these orders being extended to other railways. My personal opinion is in 
favour of such extension. 1 shall look into the question and see that orders 
are issued. 

Ckoinnan. — That is satisfactory. The Auditor General says “ I do 
hot entirely endorse the comments relating to the East Indian Railway 
etc.”. 

Sir Frederic Gaunllctt, — The point is that when i\Ir. Heseltine went 
to the j'l 1. R. he found that the whole system of the purchase of stores on 
the E. I. Railway wanted radical reorganisation. What they had been 
doing' was practically purchasing from hand to mouth for almost day to 
day at retail prices things which ought to be bought in lump for the j^ear. 
If 3 'ou take advantage of the whole.sale rates and purchase in large quanti- 
ties; naturally yon must have an increase in the stores balance and to the 
extent it is due to that cause, I regard it as wholly proper. 

Paragraph 35 of Ihe Auditor General’s letter, 

787. Chairman. — The next paragraph is paragraph 3.5 of the Auditor 
General’s letter, 

Mr. Pan, — As regards (f), I understand that the delay in the final 
cxlensioh of the siding was due to delay on the part of the Forest Depart- 
ment of the Burma Government in opening up certain forests. The portion 
wiu'cb was not affected by that was completed without delay, iis regards 
(ii), from an extract of a contract .sent by the Agent it appears the reverse 
is the ca.se. Sleepers delivered at the siding had to be charged at Rs, 2-4-0 
and those on the main line at Rs. 2-8-0. The Agent reports that the sug- 
gestion in the Accountant General’s Report that the rate for sleepers 
delivered alongside the main line was raised to bring it up to that of sleepers 
delivo'cd at the siding is not coiweet. The increase in the rate is due 
to increase of Government royalty, (m) The inference that the siding 
was laid more to enable the sleeper contractor to develop his own contracts 
v\ho utilised his own materials more in his own interests than in the 
interests of the railway is stated by the Agent to be negatived by the fact 
that the forests .served by the siding were the properties of the Burma 
Governujcnt and the right systematically to exploit them ’vas put up to 
open lender by the Government after the siding had been constructed. 
Sleepei’S were actually purchased from these forests at approximately 
Re. 1 less per sleeper than the price I’eeoramended as a fair price by the 
Sleeper Enquiry Committee, The Agent says that from no othej- source 
could they have got this quantity at the same or lower price, (w) As 
regards the compensation, it was laid down in the contract that any increase 
in Ihe Gcveriiment royalty was to be a charge again.st the railway. The 
Forest Department increased the royaltj'' on the sleepers and this involved 
an additional payment to the contractor, {v) Public tenders were not 
called for Imt private emniiries were made both in 1923 and in 192G and 
1h(5 rat<'s quoted were as high as Rs. 3-8-0 per sleeper and very much higher 
than what is even noAv being paid. The Agent says there is no advantage 
in calling for tenders as the Avhole area served by the siding is held on 
H62CPBI'inD 21 
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lease from Government by one timber merchant who secured the lease on 
open tcjicler subsequent to the building of the siding. 

Mr, Das. — ^Before the Accountant General made these observalions the 
Govcrnmenl Examiner of Accounts must have consulted the Chief Accounts 
Officer of the Burma Railways. Whj’- did he not do so ? 

Mr. liau. — That starts on the assumption that the Government 
Examiner must have consulted the Agent. I am sure it would be better 
if the Government Examiner and the Agent send us an agreed ver.sion of 
these eases. Sometimes the explanations of the Agent and the Aversion in 
this repoi't seem to be so very divergent that they look as if they are 
talking about different eases. In this ease, it is difficult without gofng to 
Biu’iiia and making a pei*sonal enquiry to find out the veal facts of the 
matter. 

Choiiman. — Was an attemijt made to get the information from the 
Agent ? 

ilZ?’. Kauht. — The remarks Avei’e sent to the Chief Accounts Officer and 
he should liave made any statement that he had to make. If the facts 
stated in the Government Examiner’s note Avere Avrong, he should liave 
challenged them. Quite apart from that, this report Avas prepared many 
montlis ago and there Avas plenty of time at the disposal of the Chief 
Accounts Officer to make any statement. 

(Uiairman. — On the face of it, the explanations Avhich Ave haA^e heard 
ai'o saiisfaetory. They answer all the points. But this seems to be one 
of llie ea.ses Avhere there is lack of co-oi)eration betAveen the Examiner and 
the Com])any’s auditors. 

Sir Frederic GauniUtl. — So far as this particular ease is concerned, 
it is useless pursuing it. because the company has now ceased to exist and 
the lijio has been taken OA'er by Government. Btit as to the general rela- 
tions betAveen the Government Examiner and the Chief Accounting Officer 
of tlie Raihvay, very important issues are raised. 

Giiairman. — I think aac might recommend that thi.s case should be 
examined ; it might throAV light on the lack of co-ordination. 

Sir Frederic GannHetf. — I suggest that this question should he dis- 
cussed in detail betAveen the Director of Railway Audit, die Controller of 
Raihvay Accounts and the Financial Commissioner. We are agreed that 
it is quite useless Avhen the facts reported by the tiA^o sides are diametrically 
opposed. 

Chairman. — ^Let us make a note of that and follOAv the suggestion. 

Mr. Fan. — ^j\Iay I add something more in this connection. We have 
recently had a repoi’t from an Agent in Avhich he complains that though he 
told the Government Examiner that certain statements Avere incorrect, the 
Government Examiner persisted in sending that to the Director of Raihvay 
Audit. I shall give the Auditor General the name and other particulars 
afterwards. 

Sir Frederic Gauntleit — I should be only too glad to enquire into 
individual cases like that. I do not accept the implication that the Gcvecn- 
ment Examiner must be Avrong. 
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Uiairman.—We have already agreed that this should be further in- 
vestigated. Personally I should like to knov how such a thing as this can 
happen. 

Sir Frederic Gauntlett . — ^We will have a detailed account oi tlie manner 
in wJjich the Govermnent Examiner prepared his report and tlie action ho 
took to communicate it to the Company. 

Paragraph 56 of the Auditor General’s letter. 

788. Mr. Ran . — As I have already explained, taking the voted and 
non-voted grants, the net total excess over the final grant was Ks. 121 lakhs 
out of a grant of 13 erores and I do not think that a margin of 1 per cent, 
can be considered so bad after all. A supplementary demand is presented 
at the close of the year, but the materials on which the demand is based 
are eolJecled by the Railway Board earlier. On the B. 1. Railway, the 
excess over the total original grant wms nearly 18 lakhs. By the end of 
tlie year the Railway Board had made further grants by re-appropriation 
and the total excess Avas just OA-er 10 lakhs and the grant amounted to 
237.70 lakhs and the expenditure 247.80 lakhs. The excess is not very 
serious, about 4 per cent. But I haA’e other reasons to conclude that the 
East .Indian Railway make little effort to cut their coat according to their 
clotli. For every trifling thing they haA'c a Avay of coming up to the Rail- 
way- Board for additional grants. The necessity of taking all possible 
.steps to see that grants are not exceeded, postponing, if necessary, less 
urgent works, is being impressed on them. 

Mr, Neogy . — In spite of the separation of audit from accounts, avo 
hat'e no better budgeting from the East Indian Railway. 

Mr. Rau . — The separation of audit and accounts is not a magician’s 
wand. If it Avas so bad, it wotild naturally continue to be bad for some 
time after. This is the first budget that Avas prepared after the separation. 

Chairman . — Necessary action has been taken ; we cannot go very much 
further. 


Paragraph aS (d) of the Auditor General’s letter. 

789. Chairman . — The next point is the comment on sub-paragraph (d) 
of paragraph 58, on page 10. New Avorks started Avithout grants. 

Mr. Rau . — The supplementary demand for 1927-28 was A'^oted bj' the 
Assembly on the 27lh March 1928. It included provision for all these 
projects except for the Kashipur-Kalagarh and the Arantangi-Karaikudi- 
Manamadura lines. As regards the first of these tAvo, provision of Rs. 5 
lakhs Avas made in the budget. As regards the second line, it formed part 
of the Triehinopoly-Karaikudi line, funds for which Avere voted by the 
Assembly in the previous year’s budget and the expenditure during 1927-28 
which amounted only to Rs, 8,000 Avas incurred. 

Chairman . — You admit that most of them Avere new schemes ? -i 

Mr. Rau . — Yes ; and we got a supplementarj^ demand. 

Chairman . — If so, a specific supplementary grant .should haA'e been 
obtained for expenditure upon these schemes. You say it Avas obtained ? 

Mr. Rau , — Except in the case of two lines, one of which A^^as provided 
for in the budget and the other had been proAuded for in the budget of 
the previous year. 
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Si/‘ Frederic Gaunilett . — If you will look at page 191; Item 39, you 
Trill see non-Totecl snpjilementaries repeated there. If ]\Ir. Ran say.s that 
the.se were included in the supplementaiy, I accept the statement. But 
thpn I must ask the accounting officer why supplenientaries were not in- 
piuded in the .statement. As T liaA'e .said before, ray coraraents arc of such 
urgency that it is impossible for me to consult the officers Avho liaA'e written 
the original Eeports in order to see whether my comments arc justified or 
not, but T do admit that the .statement made here is inaccurate and I will 
have that ]nit rigid, in future, ndn* Railway Board does admit that a new 
ppnstructiun is a new service. 

l\Jr, Rau . — Wo are always prepared to obtain a supplementaiy grant 
for new construction, but our point is, Ave must not be prevented from 
starting ncAV eonstiaietions in antieijiation provided Ave obtain the approval 
of the Standing Finance Committee for Raihvays. We can obtain a formal 
grant from the Assembly later. That was, I believe, Avhat l\lr. Parsons 
told I he Committee last year. The expenditure at the start Avould be A'^ery 
little. 

Chatrmm't. — We are not concerned Avitb the expenditure at the start. 
It may be a lakh or ,so in the fir.st year, but eventually you may be edm- 
mitiecl to crores. 

il/;. liau. — If Ave were to put in our budgets only lines Avhich haA c been 
sanctmm'd, it might create difficulties. We shall have to pul in our 
budgets quite a large number of lines which are .still under consideration. 
Some of them might be quite good, but there might be difficuitie.s in spending 
money on those lines on account of land acquisition, sometimes on account 
of negotiations with other Raihvays and so on. For instance, lines Avhieh 
haA'e been sanctioned Iavo years ago. T think, in the G. I. P. Raihray are 
still held up liecause the negotiations Avith the Nizam's Government' have 
not been concluded. So it does happen that all the money cannot be 
utilised and our construction .staff Avill remain unoccupied. If Ave are quite 
sure that another project if started at once Avould be more remuneratiAm, 
thou our practice is tc» .start it immediately after obtaining the approval 
of the Standing Finance Conunittee for Raihvays. It would be more econo- 
mical to do so, because Ave should not be keeping our construction staff 
unem])loyed. Whethei there is proAu.sion for such Avork or not, we start 
il at onee with the idea of obtaining a .supplementary grant AAdien the 
A^-sembiy is in se.ssion. 

Chairman. — ^You might haA'e included in jmur budget a new branch 
line Avhich avouIcI cost say 50 lakhs, of AA'hich you Avould be spending say 
G lakhs in the current year. Ton might find fo)‘ the reasons you iiave 
stated that you were iiot able to spend the amount that yeai’ on tliat project, 
but the project AAdiich you are going to .substitute for tlie 50 lalihs might 
be a -j erore project. In a case like that you Avould be putting a heaAy 
rcsi^onsihility on the Standins' Finance Committee ? 

Mr. Ran. — I daresay that we Avould not think of starting such a Rail- 
Avay AA ithout the .special sanction of the Assembly. 

Chairman . — I do not think aa’c can accept that .statement. 

>Bir Ft'ederio Ganntlett. — ^Might I suggest a solution ? I understand 
that new lines go before the Standing Finance Committee and receiA^e their 
approval. Would it not be possible for you to enter in the Budget the 


lilies which are already under eonsti'uction, then those ^vhieli yoa regard as 
'certain to come under construction in the following year and then as a 
means of making a provision for the delays to which you have called atten- 
tion jwst enter two or three more lines with merely" token grants against 
them ? 

dir. Bau . — That Avould be open to the objection raised by the Chairman 
that we would be committing the Assembly to expenditure wbicli might 
run to erores. 

Chairman. — The question is wlnt latitude is to be allowed to the execu- 
tive 1<i start on a nen service Avith the approval of the Stauding Finance 
Commlilcc in anticipation of the approA’al of the Legislative Assembly. 

Sh’ Frederic Gannileit. — i\Iy sugge.slion AS’ould meet the difficulty in a 
practical way. All llial is necessary for the Raihvay Board is to ask the 
Oovcrnuient of India to consider the possibility of such a suggestion. 

Chairman. — Thi-, Clommittee should say that AvliatcA'cr latitude is allow- 
ed it should not attempt to '.uhstitute for a project Avhich had been put 
before the Legislative A.s.s^mbly another more cosily project although in 
a particular year it Avonld not cost more than the sum already proAuded for. 

Faracjrapli 59 of the Utter, anh-clavse (/). 

790. Chairman. — Thai is really a point similar to. that made in para- 
graph 57 (d) of the letter ? 

Mr. Ban. — ^iMy aiisAver also is the same. Sir. They Avere not started in 
the year under report. They Avere already in progress and they were 
expected to be eomplded in the previous year. They can hardly be describ- 
ed as neA\ sehemos. The amounts that aa'c spent in 1927-28 AA'ore small aud 
trifling. In a number of ea.ses they merely re])rescnt aeeouuls adjust- 
ments. 

Sir Frederic Gannileit. — Schemes Avhicb have been ]n'ovided for in 
jmevious year’s budgets need not be regarded as neAV serAuees in the pre- 
sent year’s budget. We liaA'e already said that. 

791. Chairman. — Sir Frederic, that fini.slics all the points in your 
letter to AA'bieh you call special attentioii. Do you think nOAV I'rojn your 
poinr of vieAv Ave JiaA’^e in the main Committee coA^ered a fairly adequate 
groAiud and that Ave have dealt Avith all tlie typical cases ? 

Si) Frederic Gannileit. — ^Yes. I entirely agree that Aye hoA^e done 
'useful Avork, but. T do suggc,st that one object of this Commiitee is to focus 
on tlie necessity for an improvement of administration, and AA'liile I agree 
that Avo liaA'c chosen the most typical cases, I do suggest that avc call atten- 
tion of the RailAA’ay Board to the AAdiole bulk of the Report It is the 
eumulath'e effect of the Report AA'liieh Aveighs Avith me. It leaA'es me 
with rather a feeling of disquiet. This is the last occasion on Avhich I 
should be jjresent, and I do feel that Avhile there is steady improvement 
elsewhere, I hesitate to say that things are all right in the Raihvays. I 
do see substantial improA'^emeut in the Army, but I cannot say the same 
thing about the Railways. 

A 

Mr. ^What do you attribute this to 1 What has been A'onr read- 
ing ? 
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Sir Frederic Gcnmtlctt. — Inefficient administration, — I Avon ’t say at the 
headquarters. I was tallring to Mr. Wrench this morning, and I told him 
that if there was an officer of Mr. Wrench’s calibre in any branch of the 
iladway administi*ation he would obtain the same results that he has ob- 
tained in the workshops during the last 5 years, and that is neaily a erore 
of rupees a year. 

ilfr. Rau. — If the Committee will permit me, I should like to point 
Old that in order to get a proper perspective yon ought not to look merely 
at ihe Appropriation Eeport. I think in considering the hundred cases of 
irregularities you must not forget the work of the" large number of railway 
servants who render loyal and devoted service to the State. I should 
certainly think that the results shown in our Administration Eeports are 
highly .satisfactory considering apart from everything else the fact that 
we have during the past 5 years paid to General Revenues over 25 crores 
and 25 crores into Reserves. That is why I say that the Appropriation 
Reiiort places onlj’^ one side of the picture before the Committee, and that 
the dark side. I daresay that in any large administration you will Wd points 
to criticise and to condemn. I think the Auditor General is somewhat pre- 
judiced by the number of Bengal Nagpur eases, and the eases that have 
been brought to light arc not the result of one year. You have got only 9 
eases in the Bengal Nagpur Railway in one year. 

Mr, Boy. — But do not think that, the Committee as a whole are not 
appreciative of the Indian Railway system. We are very glad that Sir 
Austen Hadow is coming before us. 

Sir Frederic GawUleft. — I do feel that sterner adminisTration is 
wanted. 

Colonel Gichicy. — But you admit there has been impiuvement ? 

Sir Frederic GaunileH. — I ivant to make the point cjuite clear. I 
think ilic amount of woi'k that has been done by the Railway Board shows 
a wonderful i-ecord. All that I say is that the job is so enormous that there 
is still a great deal to be done ; it is not merely the general administration 
at the top that has to be looked into, it is the strengthening of the indiiddual 
control right doun the line that requii’cs close investigation. 

Chairman. — Would you .say that on the Accounts side, on the question 
of h.andling stores and in checking the original estimates and in respect 
of eojitrol of expenditure there has been a great improvement ? 

Sv Frederic Gaunilelt. — In the matter of bringing down stoi'es 
balances and the general improvement of stores control and the attempt 
made to give effect to Sir Arthur Dickinson’s recommendations in regard 
to the workshop committee, I think there has been improvement, but when 
you raise the question of estimates not merely the preparation of estimates 
but the degree of conformity with the rules regarding estimates and so on, 
I see very little difference. Rules issue year after year and the results 
are x.ractically the same. 

792. Mr. Roy. — ^What has .happened to the Aden Railway ? Has, jt 
gone out of us ? . 

. Mr. Rau. — ^\Ve are now dismantling it. , i • ■ 
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Evidence taken at the sixteenth meeting- of the Public 
Accounts Committee held on Friday, the 23rd August 
1929, at 2-30 p.m. 


Present : 

(1) The Hon’ble Sir George Schuster. Chairman. 

{2) Mr. T, A, IC. Suervaki.. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganaxo Sinha. 

(6) Maul vi A jsnuL Matin CnAuniiuRV. V ^lemoi'-rs. 

(7) llr. K. C. Xkogy. 

(8) Mauivi iMoiiAMMAD Yakub. 

(9) •\rr. IC. C. Kov. 

(10) Lieuieiuuit-CIouel H. A. J. Gidnev. 

(11) Sir Frederic Gauntlett, Auditor General. *] 

(12) The Hn’blo I'liu. E. Burdon. Financial Seei'ctary, 

(13) ]\rr. G. ELmila. Director of Kaili?ay j^udit. 

(14) Iklr. B. Nehru, Deputy Auditor General. 

Sir Au-sten IIadow, Chief Commissioner, Raihvays. 

Ttlr. F. JL Bau, Financial Commissioner. Railways. yWilncssns. 

iVIr. YC. H. Scott, Controller of Raihvay Accounts. J 

793. Mr. .Vfvjr/)/.' — The first point which I wanted to raise was with 
rejrard to thceonfrol e.xei-cised liy the Raihvay Board over company-managed 
linc.s. T should lilic to Icnow something about liow this control works in 
praclice. ^Yc have had evidence with regard to the ([uesrion of the control 
as exercised h.v audit through the Government Examiner of Accounts, hut 
we should like to know as to how this control is exercised in the technical 
side, 1 mean tlie administrative .side. 

Sir Au>:xcn .fladov . — It works in this way. Y’e exercise control 
nminly througli the budget of capital worlcs and the hudget of revenue ex- 
penditure which they put up to us year hy year. Gf course, l.’ig schemes 
for capital •\'ork-s in .an.v case come up separately for sanction .iust as esti- 
mates for new pro,teets do. and the Board can and generally do question and. 
criticise donhtfrJ features in such pro.iects and schemes. In recent years, 
as most, of you are aware, the powers of the Boards of Directors of these 
rail-wmy companies have been increased on the principle of decentralisa- 
tion .inst as we have increased' the powers of Agents of our State-worked 
railways. In fact, the power.s that xve give to the Boards of Com]ianies are 
practically identical with those -vve give to Agent. s of our State- worked rail- 
wa.ys ; 1 think I am right in saying that. 

Mr. Nc.ofjy . — You mean financial powers ? 

Sir Anslen Bodow. — Not only financial powers, hut powers nhdef 
establishment, poiA'ers under all classes of little things, like the provision of 
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amenities for their own staff and things of that kind. Practically the powers 
of the Board of Directors of a railway company are identical with those 
of the Agents of State-worked railways. 

Mr. Neogy. — Is there any document which could show the difference 
between the powers enjoyed bj'’ them before and the powers 'wliich are now 
being extended ? 

Bir Austen Kadow. — ^You would have to see two books. This is the 
latest book of financial powers. I have got it here and you may see it. 
We encourage tlic Boards of these railway companies to delegate those 
powers which we give them, to their own Agents as much as possilhe so 
that their own Agents may he as far as possible in the same position as 
the Agents of State-worked raihvays. Some of them are more generous 
than others towai'ds their own Agents and we exercise a certain amount 
of influence in the matter. 

Mr. Boy. — But you have no statutory right to enforce your orders 
upon company-managed railways ? 

Bir A Hslen ITodoiv. — Statutory rights are unnecessary. If I may say 
so, we get all wo want by the powers we have over their expenditure. We 
can practically do everything we want under our powej's of control over 
their expenditure. 

As I said, the big schemes of cour.se come up to us, and owing to 
the larger' delegation of powers that we have given in recent years they 
can actually sanction fairly moderate sized seheme.s — T think the limit of 
their powers is Bs. 5 lakhs on a single scheme. But there is a reservation. 
They may not saneti«n any scheme costing even less than 5 lakhs, unless 
it has been entered in an appi'oved programme, that is. the programme 
which has gone throngli examination in our office and has become part of 
our railway budget. Tliat is what I mean by an appi-oved ]U'ogramme. 
Anything bottveen one lakh and fir'e lakhs they cannot sanction unless it 
has been .shoAvn as a .sjiecial item, as an individual item, in an acceirted 
programme. 

Mr. Ban. — And they cannot .spend more than 20 per cent, over the 
amount in the pi'Ogramme. We have introduced that this year. 


Bir Ausfc7i Ibidoxv . — Iii these remarks I haA'e beeti dealing Avith new 
capital AYOvks. Those come up to us in the form of a capital programme 
once a year. For the last fcAv years Ave have been making them send up a 
5-year programme at a time. You aauII. understand that many of these 
AA'prlcs caiinol be finished possibly in one year. Some of iliem take 3 
-years to complete especially if thcA’- are Avorks which interfere Avilh the 
Avork'ng of ti'affie. AYe haA-e jn.st this year cut down the five-year 


programme Avlncli Ave lliink is rather too long a period to look ahead for 
. and we liaA'e put it at -three years.- They send us capital programmes for 3 
-years ahead and they are due in July. They are examined thoroughly by 
-Oiir offi.ee aud are then discussed AAUtli each Agent individually by the 
Board at the end of September or the beginning of October. If any work 
appears to us to be quo.stionable or not to be urgent aa'o cut theju out, and 
I may remark here that in the last five years the RailAv. 3 y Board niembefs 
have done a lot of touring Avhich has enabled us to exercise much greater 
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in that way very much. Take, for instance, a marshalling yard. We have 
statistics to show how long it takes a wagon to pass through a marshalling 
yai^d, what it costs, and so on. So with the help of the office and the in- 
formation which we gel in various ways we are able to exercise a pretty 
^arp check over the whole of this programme when sent up. This is the 
capital programme for works. 

The ^oiling stock programme is considered six months earlier. I'hat 
has been made necessary bj'' the development of manuraeture in India ; 
we have had great difficulties in getting out our calls for tenders for new 
rolling stock in time enough to give manufacturers in India time to think 
over the arrangements they have got to make for material in order to 
deliver in the following year. In order to get orders placed for rolling 
stoeli for the following year by September or October of the previous ^ear, 
we consider the rolling stock programme six months earlier, that is to say, 
in March, when we discuss each rolling stock programme with the ^gent, 
and there we have got into a very strong position in recent years owing 
to our very elaborate statistics to cheek these rolling stock programmes. 
That is how practically we exercise onr control of capital. 

I’lie revenue is treated very much in the same way - only there are 
entiifcly different base.s for examining it. The anticipations of traffic in 
the following year have to be estimated and the cost of v.mrking that traffic, 
which depends, — or a very lai’ge portion of it depends-- on what }on e.^ti- 
mate your service is going to be, your train mileage. 'IMie drst essential 
that you have got to get at before you apportion your revenue budget is 
to make an estimate of what your train mileage ivill be. Vou can get that 
Ijretty accurately so far as passenger train mileage is concerned, but it is 
vei’y difficult 1o estimate what the goods train mileage will be. That can 
only be done as a result of experience, statistics, records, and things of that 
kind. Our statistics again have enabled us to criticise and question the 
■figures that are put down in tlie revenue budgets by the railway ad- 
ministrations concerned and in many cases we are able to effect very con- 
siderable reductions. We point out to them what other railways can do 
a certain amount of work for and we tell them “ You ought to be able 
to bring it down ” and so on. In that way we exercise our check. I do 
not know if anything more is required from me as regard-^ control. 

Mr. Noogy. — I take it that you ha^'e certain specine powers of control. 
Y'ou were referring to cases in which you exercise control persuasion. 
The principal point mentioned in the contract which justifies interference 
on your part is that the assets must be maintained in a proper condition ? 

Chumnov. — I sliould just like to elaborate this point about control. 
In the course of our questions addre.Ssed to Mr. Eau we covered cases of 
control. I want to know what the position is in regard to control on other 
matters. I refer first of all to the question of the control of rates and 
secondly to the control of the railways. For instance, the Railway Board 
may take the view that the staff in a particular branch of a railway is in- 
efficient or that disciplinary action in connection with a particular incident 
is necessary. Suppose, for instance, the Stores organisatiou. in the Bengal 
Nag]mr Railway is rotten and we think that all the superior staff there 
'ihould be iliifted and you should get entirely new blood. In a case of that 
kind, do you exercise a large measure of control ? 

Sir 'Au&ten lIu&ow>—f\ikt eanuDnly'ibe: 'done in. a 'round about way. 
Ml the employ ee.s of 'a . companj’- milway 'are really servauffi of -the .com- 
pany and not the servants of Government. If we thought that there was 
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sonietJihig very serious in the Stores Department of a railway and if we 
had to exercise any power, that would come mainly through the audit. 
There have been instances recently where we exercised a certain amount 
of power through audit. There was a ease in Khargpur. I forget how 
the ease came up to us. I am rather vague about the matter. I did not 
anticipate a question of this kind. The man at fault was, 1 believe, one 
oP the Company's audit ofSeers and I think it was the Agent tvho brought 
it to light. I think, if 1 remember aright, the Government of India Audit 
came in and helped. 

Mr. linu . — That is the case where we asked the Auditor General to give 
us one of his best men to investigate a particular case. 

Colonel Gidney. — Supposing there was an official of the Bengal 
Nagpur Kailway di.smissed, would he have a court of appeal ? 

Sir Ai'^den liadotv. — No. We exercise no direct control in that way. 
We sometime.s hear of these eases and wo sometimes ask the Agent of a 
company as a matter of courtesy to let us see the jjapei’s and so on but as 
a T’ule we do not touch that side of the question. 

d//’. Roy. — It does not matter if the line is company owned or State 
owned and company managed. Don’t you think that the Governor General 
in Council ought to have a right of veto of the highest officer ? 

Sir Avsten Hadow. — I should hesitate a long time before saying that 
My experience — and it is a long one — ^is that tlie company-worked railways 
have done India extremely well and their officers have been entirely on a 
par with the State railway recruits. In many cases they have an advantage 
in tiie matter of recruitment which we have not. The Board of Directors 
ai'e in more aireet touch with the men they are recruiting. The India 
Office cannot do the same thing quite. 

Mr. S(y. — We must pay the utmost deference to what you say but you 
will realise that ve are in the parting of ways. The old institutions are 
disappearing. Don’t you think that in future the appointment of the 
Agent of a big trunk line must he subject to the veto o’’ che Governor 
General in Council ? 

Sir Insitn Hadoni. — I should thiuk a long time about it because it 
would show a want of confidence which I think woidd be vei^’^ derogatory 
on the whole, especially to the general feeling between the.se companies and 
the Indian Government. 

2lr. Roy. — I believe you could have dealt with the Khargpur ease 
under the Indian EaiJways Act. You have a special section there for 
offences ? You settled it by indirect influence ? 

Sir xhisien Hadow. — There was most direct aetioji. That is whj' cur 
action was complained of. 

Mr. Roy. — -How was that settled ? 

Sir Atisien Hadow. — ^You must remember a deputation which waitod 
on the Honoui’able Member in Delhi. 

Mr. Roy. — I was in England at that time. I was thinking of the 
irregularities and not of the strike ? 

Sir Amien Hadoto. — did not know what you were driving at. We 
have got tremendous' powers about financial irregularities. 
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3Ir, Boy. — Plave any of these powers been used by the Hallway 
Board ? 

Sir Ausien ILauow. — ^Most certainly. 

Chairman. — ^Arising out of that, suppose you think that disciplinary 
action ought to be taken against individuals or _that there should be a 
eomplete clearing out of the staff. Your direct powers don’t extend to that;. 
I suppose ? 

Sir Austen Badow. — ^Not to that. I think the Board of Directors ara 
more powerful in that respect in dealing with their oun staff. They are 
not bothered, as we are bothered, when we get rid of oiffcers. In our ease 
influential friends of that man come and bother the Hailwav Board and 
the Honourable Member to get him reinstated. We liave got disgraceful 
eases of that kind and it is a thing on which we feel very stronglj' indeed. 

Chairman. — You think that the Board of Directors would be guided by 
your recommendation ? 

Sir Austen Hadow. — To a very great extent. I cannot remember any 
case where we had to complain of a serious financial irregularity not being 
properly dealt with by a companj'-. 

Mr. Ban. — ^In this connection, I think it must be remembered that this 
question is one of opinion. One man thinks that a certain punishment is 
enough. Another might on the same facts think that it is not enough. The 
Ilaih\'ay Board would hesitate ordinarily to press the Agent to inflict a 
greater ])unishment unless they felt that what the Agent considered to be 
Eul’flcient was so inadequate that it could be called perverse. 

Maidvi Ahdul Matin Chaudhnry. — ^Tn the ca.se of difference of opinion 
between the Railway Board and the companies with regard to the enforce- 
ment ni disciplinary action, jmu are absolutely helpless '? 

Si' AuCtn Uodoiv. — I thinlc it is wrong to put it in that way. The 
eompanie.s would be largely influenced by the view the Railway Board took 
of serious financial irregularities. 

Mautvi Ahdul Matin Chaudhury. — Suppose they don't in a particular 
ease ? 

Sir Av.slni Ilodatc. — It is a matter of opinion '\ery often. It is al- 
ways simple to talk of punishing people but it is one of the most difficult 
things i]i the world to be absolutely just. It is very often difficult to 
bring the thing absolutely home. 

Maulvi Ahdul Matin ChaudJim-y. — Suppose you are absolutely con- 
viiieed that some d'.'.-eiplinary action is necessary anil the Board differed 
from you ? 

Sir Austen Jladoiv. — I think we should drop the subject now. I have- 
said enough on the subject. 

Chairman. — I think the witness has told us that he has certain indirect 
powers of bringing pressure to bear on the persons concerned, which he- 
has found in practice to be veiy effective. 

Sir Austen Hadow. — During the last six years we have gone to 
immense troiible to show the companies that we are reasonable and that 
they are dealing with reasonable men. We may say that we have effected' 
a great change in that particular way. 
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Mr. Neogy . — Your position is this— that the Railway Pioavd possesses 
iimple ciirecl and indirect powers of control and if we f nd that any' defects 
remain nnremedied, then we must lay the blame at the door of the Rail- 
way Board and the Government of India ? 

ISir Austen lludoic. — 1 would not say that we are always right and the 
Board of Directors always wrong. You can never go through life without 
agreeing to cliifer from some people. In any particular ease, I would al- 
ways hear tlie other side. 

Mr. Neogy.— -Tfon’i you think that a good deal of difference has been 
brought about in the control that you used to exercise by reason of the 
fact that in the mere recent eonti'aets a clause which used to find a place 
in the previous conB'aets has been omitted, namely the clause that a contract 
could be terminated cn the ground of mismanagement ? 

Sir Auhlen lliulow . — I would not like to answer it off hand. I think 
in the ease ot the B. N. R. we are still working on the old contract except 
for the modifications introduced to provide for additional lines. 

Mr, Yfor/(/.— This edause was omitted recently when the contract was 
rene^ved ? 

Sir Austen Jladou '. — There must be some correspondence on the sub- 
ject 1 was not in this office at’ the time. 

Mr. Neogy . — In the matter of the control exercised in England, have 
you any complaint to nrefer that you have always to go tliroiigh ilie Secre- 
tary of Slate ? 1 take it that you cannot directly address the Government 

Director " 

Sir Ansfdi Tfadoii — Now and then we have demi-official corres- 
pondence with the Government Director. If we want instructions to be 
given we hare to go through the India Office. When we want informa- 
t’on we write denu-officially to the Government Director. 

Mr. Neogy . — ilarv you ever found that the Secretary of State has 
refused to inil foiward your view to the Government Director or has he 
acted merely as a conduit pipe ? You know by results ? 

Sir Avslcn J/r/f7oa’.- -The Secretary of State has taken different views 
on some occasions. We cannot deny that. I do not think he would be 
doing his job if he agreed with us always. 

Mr. Tioii . — What is the procedure now ? 

Sir Ausfev ITadow . — ^Under the organisation in ihe India Office our 
views would first of all sro to the Goveimment Director. A letter from ua 
to the Secretary of State would be marked by the Secretary of the depart- 
ment 10 the Government Director asking him “ What do you think about 
it . T am absolutel.v certain that nothing has ever gone from here which 
has not been seen bj'' the Government Director. The Secretary of State 
has not been able to sgg eye to eye with us always. 

Chmrmon. — ^'i^ou would not bold that the Seci’etary of State wag 
always in the wromr ? 

^ v i - ft 

*%• i-Certaihlj’’ not. I'r- 

794. G/wrnircra .— We‘ ^ball iiofv pass' -on ' to the .\eeQnd question-1-lhe 
-question of railway rales ?' ■ ■ . ■•‘'D • - " I > . ' -s 
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; Sir Anstcn JIodow. — The position here is' this. If ^Ye don’t give the' 
railways control ever railway rates we should find- it extremely difficult to 
argue with them on all sorts of questions. After all they arc responsible' 
under their contracts for getting the best earnings they can. As far as 
rates go their inclination would be nearl 3 ’ alwaj’^s the same waj’ as ours, 
that is because the \^hole object in view in framing rates ought to be to 
get the best net earnings, not the best gross eaniings neeessarih*. Perhaps 
your point is that thej'^ do not give encouragement to starting an industry. 
If you take that line, maj’- I refer you to what the Bengal Nagpur Railwaj^ 
has done for Tatas. 

Mr. — There also jmur persuasion succeeds i 

Sh- Ansien JLidoir. — There is no question of perhuasiou. It is entirely 
a busine.ss thing for -which I believe Sir Treveljm Wjnine was mai}il\’' 
responsible and eredil is due to the Bengal Nagpur llai'way for that. 

795. Mr. Neogy. — Talce again the policy of the purchase of stores. 
Have jmxi brought sufficient influence to bear on their policj' in tliis matter 
also ; 

Sir Austen Hadow. — ^^Ve can only exercise influence b.v persuading 
them that it is really to their own interest. I think that is the ixosition. It 
is net altogether an easj'- thing to do. There is a lot of inertia in all matters 
especially in Indian offices, if 1 maj'' saj' so, because the inclination of the' 
clerk there is alwaj’^s to do what has been done in the past. And it takes a 
long time to get over that. I have struggled and struggled with that for 
twenty years now and it gets a verj' tiring, business. He does not think 
anything about policj'- or an.vthiug of that kind. The easiest thing for 
him to do is to keep to what has been done in- the past. Some one, say. an 
executive engineer, indents on the Stores Department of a Railway for certain 
articles ; perhaps in the past thej’- have always been indented for from 
home and the inertia which I have mentioned tends to perpetixate this. I 
think we are getting away from this now but I think in the past in a good 
manj’- offices the first action would be taken by a clerk. The first thing he 
would do would be to stick to what has been done for the last 20 j’^ears, and 
unless the Stores Department official has got leisure enough to go through 
eveiy item and say : ‘‘ Oh, I have heard that article is made in India now, 
you would probabty get it cheaper here ” — unless he has got the time to go 
through every item, that is bound to happen. And the purchases are enor- 
mous : it is not just a few items. I remember a time — onl,v 4 or 5 years ago — 
when certain Companj’-'Worked railwaj’-s were held out to me as examples bj[ 
the Aeworth Committee. I remember being interviewed bj^ that Com- 
mittee. They said : “ Whj^ don’t j'ou do What the G. I. P. Railwa.v Com- 
■panj- do 'I Why do you send .sxich indents Home instead of bujdng loeal- 
ty ? Now, I am only putting before you the other side of the picture. 
There was an Agent of a Company'' who had a bigger latitude from his 
Board of Directors and used to buy a great deal' more in the country than' 
the State-worked Railways who were tied down to the interju'etation of the 
old .stores rules. 

796. Chairman. — Sir Austen, you used a phrase which I think applies 
both to stores purchase and to rates. What 3 *ou said was really’- that in- 
'order to get the Companies on to jmur line 3 ’ou have to persuade -them that 

it is in their own interests. And that realh^ applies to the reduction of 
fates too. You have got to per.sua'de them that in tlie long run it is going 
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to pay. Now, take the question of carrying salt^- Supposing the Govern- 
nient of India wants as a matter of policy to get salt from Khewra into the 
Bengal market. If it was a State-owned railway we would say ; “ Well, 
you have got to run' at a hit. of a lo.ss on this and carry it at a low rate 
so as to carry it into the market at a competitive price As a State- 
owned railway you could face the loss because after all the Government are 
the sole shareholders. But with a Company-owned railway you could not 
unless you could persuade them thgt in the long run it would pay. So that 
your position is Avoakcr. 

Sir Austen Eadotv. — In both these eases there is the same obstacle. Be- 
cause the only Avay Ave can folloAV a sound policy is by treating ourselves 
as a commercial department and looking eA'^en upon’ State railways as a com- 
mercial proposition. It is the only Avay Ave can live. I could give you 
instance upon instance of the difficulties Ave Avould get into if we once get 
ayvay from that attitude. And it is a thing that aa'c haA’e luckily been able 
to do since the AcAvorth and Incheape Committees reported and since the 
GoA^ernment of India considered their reports. It is instanced cA’^ery day 
by various things. 

Chairman. — I can appreciate your point. You say that as far as 
questions of that kind are concerned, you Avould be just as hard-hearted as 
the Director of a priA’ate line. 

Sir Ansten Eadow. — Yes. If Ave get aAvay from that in one ease like 

, that it Aveakens our position enormously. 

Mr. Das. — You give special rates for the Militaiy Departments. 

Sir Austen Eadow. — There are certain old agreements for these rates 
and unfortunately Ave are tied doAvn by old contracts. 

Mr. Boy. — Transporting salt you Avould not consider yourself in the 
light of a public utility .service ? 

, Chairman. — I think Avhat Sir Austen HadoAV says is I am a com- 
mercial concern. Unless you can prove to me that this is a sound com- 
mercial business I Avon’t agree to it. Of course, if the GoA’-ernment of India 
orders me to do certain things it will be done ’ ’. The line you Avould then 
take, Sir Austen, Avould be, I take it, that if the Government Avants to 
subsidise the transport of salt, it should pay you that subsidy and you would 
regard the affair commercially. What you would object to is a hidden 
subsidy to an industry in the form of an uncommercial railway rate. 

Sir Austen Eadow. — Quite. 

Mr. Boy. — Sir, Ave haA^e under scA'eral Acts given really adequate 
protection for the running of their services, penalising strikes on the 
ground that the BailAvay is also a public utility serAuee. 

Sir Austen Eadmv. — Are we any more a public utility serAuce than 
railways in England ? 

Mr. Boy. — There the railways are different. 

Chairman. — I think the answer to Mr. Boy’s. question is that the rail- 
way is a public utility service and gets certain exceptional powers given to 
it because it is engaged as a public utility service in the sense that it has a 
monopoly in the particular area through Avhich it runs. Therefore, the 
railway Avill not be alloAved to profiteer at the expense of the public and in 
this country of course there will be a hoAvl from the Legislative Assembly 
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if we got above a certain level of profits.. Exactly the same thing would 
liappen in England. In fact, if once you see a railway company paying 
more than 7 per cent, on its ordinai'y shares, you may be quite certain 
there will be such a public agitation that it will have to come down. It will 
be forced into a reduction of rates. I am not S]Deaking of it from the 
point of view of investors. The public utility side of the thing is taken 
into account, public opinion being so strong that a railway is never allowed 
to earn more than a reasonable rate of profit. 

Mr. Neogy. — As a matter of fact, under the new Kailwaj' Acts in 
England they have armed the railway tribunals there witii a definite pov/er 
to fix rates at a level which is considered to be fair. 

Chairman. — Now I think we might pass on to the next question. 

797. Mr. Boy. — klay I suggest a thing here f Perliap.s the Auditor 
Oeneral would like to satisfy himself whether sufficient facilities exist in 
Company-managed lines for purposes of government audit. 

8ir Frederic Gauntlett. — Are you referring to the size of the govern- 
ment Examiners’ stall or to the relations between the stall’ and tlm com- 
panies ? 

Chairman. — The relations between the staff and the companies. 

ilfr. Roy. — You told me that whenever there is any difficulty your ulti- 
mate authority for an appeal is the Railway Board. 

Sir Frederic Gauntleit. — Exactly. I should like to ask whether the 
question is settled as to the extent to wliieli the government Examiner can 
obtain access to papers in the offices of lines worked by companies. 

2lr. Ban. — I think I may answer that. As a matter of fact, the ques- 
tion was raised the year before last bj”" the Accountant General of Railways 
and Mr. Parsons asked the Accountant General to let us know what parti- 
cular papers he wanted which were refused so that he could try and ask the 
companies to give them to him. I do not think we have had a reply yet to 
that question. 

Mr. Boy. — ^But, Mr. Ran, you know that you have statutory powers to 
enforce that on all railway.s. 

Mr. Bou. — ^Under the contract we have certain powers. 

Sir Frederic Ganntlett. — ^Mr. Ran, may I continue my point. That 
was a most .surprising statement to me because this question was raised 
over a j’car ago and I was certainly under the impression that it had been 
more or less settled in an informal chat with me a few days ago and I was 
wondering whether any orders had been issued. 

Mr. Ran. — No orders have been issued. 

Sir Frederic Ganntleti. — This is the first time that I hear that in- 
formation had been called for which has not been supplied, 

^ Mr. Kaula. — That information has been supplied, Mr. Rau, and I had 
a discussion with Mr. Rau and the Auditor General also had a discussion 
with him. 

Mr. Ban. — iMr. Parsons wanted to kiiow what papers were required, 
I have not seen the file since. 

Sir Frederic GanniUU. — ^Well, the question is still at issue. 
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Chairman. — The position, as I understand it, is that Mr. Parsons asked 
to be placed in possession of specific grounds of complaint. Have specific 
cases of complaint been brought to tlie notice of the Financial Commissioner ? 

2lr. KavJa. — That has been done, Sir. 

Sir Au.sien Hadow. — Hoav long ago was it sent ? 

Mr. Kaula. — At least two months ago. 

Sir Austen Hadow. — ^^Vell, Mr. Eau has been ill most of that time. 

Mr. Han. — If Mr. Kaula sa 3 's he sent the file two months ago, it must 
be right. Probably it is in the office and has not been sent to me owing tO’ 
mj^ illness. But the question arose two years ago. 

Chairman. — ^But Mr. Parsons’ letter was sent a year ago and if it 
was a constantly recurring ground of complaint that the audit staff could 
not get access to documents which they require for the purposes of their 
audit, is it not likelj' that the complaints could have been made before the 
passage of ten months. Well, the fact remains that the first case which 
could be brought to the notice of the Financial Commissioner as an illustra- 
tion of the failure to get the necessary documents occurred about ten 
months after he had been asked to tell of an.v eases. The position is that the 
Financial Commissioner sa^’^s if jmu have any difficulties in getting papers 
let me know. 

Sir Frederic Gaunileit. — We have never been told that. 

Mr. Hau. — I think ]\Ir. Parsons said that. 

Mr. Kanla. — Mr. Parsons said he would like a repl.y to that question, 
and the papers were obtained from the office of the Eailwaj^ Board or 
somewhere else but the papers were lost. Copies were obtained and with- 
in my knowledge I suijplied the Railwaj'- Board’s office with those copies 
at least two months ago. And I had a discussion with Mr. Rau too. 

Chairman. — My point is that if this is a constantly recurring ground 
of complaint one would have thought it would not be the case that losing 
one set of papers would overthrow the argument. 

Sir Frederic Ganntlett. — I am not .suggesting that it is a constant 
ground of complaint because it is the fir.st time that the question was raised 
within mj’^ knowledge, but it was raised deliberately^ as a constitutional 
issue and as such I asked the views of the Railway Board on it, in one 
test case. 

Sir Ansicn Jladoiv. — AVithout saying Avbat the test case AAms exactly. 

Chairman. — ^May we take it that the Railway Board are anxious to 
be informed of any case Avhere it -is difficult to get access to papers-, and 
agi’ee to taking action ? 

Sir Austen Hadow. — I Avon’t add avc will take action, until Ave know 
Avhat the case is. After all, there are unreasonable people in every ser- 
A’ice. I do not say Ave are neA’^er unreasonable, but cases liaA^e arisen and I 
haA’e been aware of them myself, where a CoA’ernment Examiner has been 
unreasonable. No doubt that is why Air. Par.sons AAmnted to Iuioaa^. 

Ghah'inan. When I said you Avill take action T did not necessarily mean 
that 3'ou would do at once Avhat the particular Examine;' asked but that 
you Avonld take the matter up at once. 
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.the B. N. R. was increased and that as a result of that increase of staff a 
great number of irregularities were discovered which' showed that in 
details the administration was not completely satisfactory. You. infer from 
that that the Railway Board was not performing its functions _ properly. 
As regards financial control I do not think that the sort of financial control 
that the Railway Board can exercise affects these points. It is a question 
of the good administration on the railway itself. And probably Sir Austen 
Hadow’ would admit that the actual administration on the B. N. Railway, 
as disclosed by a great manj'- of tliese cases, was in many of these cases 
faulty. 

Sir Austen Hadow. — If I am right in understanding what he is really 
drhdng at, it is that in the equi)3ment, I do not know of what kind neces- 
sarily, new equipment was charged to Capital instead of te Revenue. 

Gliadrman. — That is one of the cases. 

Sir Austen Hadow. — That I think is a thing in which we must depend 
upon audit to a great extent. But of course this I will say to klr. Das 
that we have improved our checks in matters of that kind as apaiff from 
audit in the last 5 or 6 years very considerablJ^ 

Sir Frederic Gauntlett. — I suggest that Mr. Das's real point, Sir, is 
that these irregularities must have been known to the accounts authorities 
and to the administrative authorities on the Bengal Nagpur Railway long 
before they were discovered by the external audit and that nothing appa- 
rently was done on the railway or by the Railway Board in supervision 
over the railway to rectify the matters which were then brought to light. 

Chairman, — Well, I suggest that the question is that the Railway Board 
by its supervision is unable to detect iiTCgularities of this kind unless it 
has the assistance of an efficient audit staff. I do not see how, sitting out 
here and exercising the sort of supervision that the Railway Board does, 
these details can be brought to light. It is just for that very reason that 
you want your audit staff. And it is for that very reason that Sir Austen 
Hadow says he is out to encourage the audit staff in discovering these 
things and hunting them out. 

Sir Austen Hadoiv. — That is entirely right. 

Chairman. — After all, why do we want an audit staff any way ? Be- 
cause we know that unless we have an audit staff, merely b 3 ’’ sitting at the 
top and passing estimates for projects and constructing the general policy, 
you cannot find out how every man is carrying out his job. 

Sir Austen Hadow. — And it is the more difficult where interests are 
divergent. One carmot get away from the fact that the interests of a 
Company-managed railway and Government must at times diverge. You 
cannot help that. 

Chairman.— -As a matter of fact, I do not think that affects this parti- 
cular point. It is just as much to the interests of the Directors of the Com- 
panj’- to see that they get efficient management and that these irregularities 
do not occur as it is to yours. 

Sir Austen Hadoiv. — I think, Sir, that I may say that there are diff’er- 
ences in the caijaeity, personality, and various qualities of the agents from 
time to time, and during one agent’s time the administration of a rail- 
way maj’’ get a little worse, and at other times it may get better. You 
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effect that the rolling stock has been kept in thorough working order, and 
if the Government Inspector is doubtful about it he has to criticise it. We 
have also got a Senior Mechanical Engineer in our office to investigate any 
particular point. Now, what happens with the report is this that a copy 
of it is sent to the Agent and he is expected to send us a copy of it with 
his remarks on the various criticisms that the Government Inspector has 
made. 

Mr. Neogy. — You mean to say that no defects have been brought to 
light in the case of the B. N. K. during the last few years by the Govern- 
ment Inspector ? 

Sir Austen Ha'doiv. — There are always defects ; every report contains 
defects. 

Mr. Neogy. — Were those defects put right ? 

Sir Austen Endow. — Certainly ■ we take steps to see that they are put 
right, and the Government Inspector has to report on them when he goes 
on his tour of inspection next time, 

799. Mr. Aeopy.— Next point is about the estimates. You have got 
elaborate rules with regard to the j^reparation of estimates. Are they al- 
ways followed in practice ? 

Sir Austen Endow. — We have found eases, of course, where they have 
not al'ways been strictly followed. It is a difficult thing indeed to lay 
down rules which can be followed in all cases. The policy also changes to 
a certain extent. In the old days in the case of projects the idea was very 
often initiated up here. We have now put the responsibility for that work 
on to the railway administration. At that time, the first thing that we did 
was an engineering survey ; now we do not do that. The first step now is to 
send out a traffic man to suggest Iioav the railway line should be taken. 
‘There may be differences of opinion, Avhich have got to be reconciled. Then 
tbe engineer is sent out ; sometimes he follows closely the traffic man. 

Mr. Neogy. — I Avant to know, first of all, as to whether this delegation 
hi favour of the indhudual systems has been justified by experience ? 

Sir Austen Eadoiv. — It does not work the same in all lines, of course. 
We have found that some Agents are very much alive to the possible develop- 
ments, others are not. It also depends a very great deal on the helpfulness 
of the local GoA^ernmeut. Tlie general attitude of the railways varies 
enormously. If you Avill look at the Punjab, you will understand why we 
have been able to' get on so well there. The reason is that both Sir Malcolm 
Hailey and Sir Geoffrey deMontmoreney have made a si>eeial point of 
recognising that they cannot go on in their proAunce without railway develop- 
ment. 

Ghnirmnn. — That encouragement and friendly attitude of the Governor 
of the Punjab toAvards the railAvay construction has sometimes led to rather 
optimistic estimates also ? 

Sir A^isten Endow. — ^We haA'e had one or two eases in this Appropria- 
tion Report Avhere estimates liaA’-e proved to be entirely faulty or where pro- 
jects have been started without the proper rules having been obserA^ed. 
But I do not think it occurs often. We do admit that in the case of the ^ 
Kangra Valley PailAvay we did not start with detailed estimates. The 
Kangra Valley case was an incAutable exception. There we departed from 
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the 1 ‘ules ourselves and ipso facto we expected the railway also to depart 
from these rules. 

Chairman. — ^You would admit, then, that it is an unfortunate incident. 

Sir Austen Sadow, — Certainly. At the same time, you must put beside 
it the good examples that there have been in the Punjab. It is one bad 
case against 10 good ones. 

Mr. Boy. — ^Will you tell us something about the Khyber Railway ? 

Sir Austen Sadoiv. — It was originally started directly under the Rail- 
way Board. When it was initiated the N. W. Railway was so busy with 
the Afghan War that they thought it inadvisable to put it under the Agent 
of that line. The original estimate for that line came to 175 lakhs. It was 
a scheme for which the estimate had to be prepared under extreme diffi- 
culties. It was considei-ed a matter of great urgency and the Engineers 
had to do their survey work, protected by guards, with the probability 
of being sniped at any tiine. Consequently it would have been a very diffi- 
cult thing to expect that the estimates would be as good as they would be 
in an ordinarily peaceful country. Moreover, the country was extremely 
difficult. I doubt very much, whether, even if it had been absolutely 
peaceful, you could have expected the estimates to be at all accurate within 
10 per cent. 

Chairman. — ^What is the net result now ? 

Sir Austen Radoio. — The net result now is 300 lakhs as against 175 
lakhs. 

Chairman. — ^We would like to know what you have got to say on these 
two eases in a general waj*. I take it you regard them as exceptional cases 
and you do not defend them ? 

Sir Austen Radow. — I do not defend either but as I say in all these 
eases you have got to take into account what there is to be said on the other 
side. After analysing the Khyber ease we came to our conclusions last year 
and we communicated our views to the N. W. Railway. There were two 
officers and four subordinates whom we blamed. We did not know whether 
the 4 subordinates were still in service or not because they were temporary 
hands ; so we left them entirely to the Agent. They were not, however, 
chiefly to blame ; it was the officers who were to blame. There was some- 
thing more than that. There was inadequate supervision and the man who 
W'^as responsible for not iDi’oviding that adequate supervision was the man of 
genius who really designed the line. I am absolutely satisfied that he put 
upon these men more than they could possibly have carried out. I do 
not suppose any one of you realises the difficulties we had with these 
tunnels. One of the lessons that we have learnt from that construction is 
that we must have a complete invesligation of such country by a geological 
expert before any work begins. That lesson however came too late for 
the experience of the Kangra Valley. In the Khyber Railway case the 
geological expert pointed out the very difficult strata we had made this 
railway through and he proposed certain safeguards which he thought 
woifld make the thing safe. 

Chairman. — ^You would have had a more accurate estimate from him ? 

Sir Ausie7i Radoiv. — lie was not in a position to make estimates ; he 
was only in a position to show some of the difficulties. We have however 
learnt this lesson from it that the geological expert in a case lilce this 
must be brought in in a very much earlier stage. 
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Chairman. — What about ordinary construction ? 

Sir Austen Eadow. — The other examples that I have mentioned on the 
North Western railway are a justification for saying that in a plains country 
lilce the Punjab we can get accurate enough estimates without the waste 
of time and money that we should incur if we went in for preparing 
detailed estimates beforehand in such cases. There is a large waste of time 
and money if we prepare the latter from the beginning. 

Chairman . — Quite so ; but is it necessary to have detailed estimates ? 

Sir Austen Eadoio. — ^Yes, most certainly. That is one of oar stipula- 
tions. 

Chairman. — ^What object does it serve ? 

Sir Austen Eadoiv. — To enable the audit to keep a cliock on expendi- 
ture. 

Chairman. — But the Auditor General suggests that the preparation 
and completion of a detailed estimate after the railway has been built is a 
sheer waste of time and money 

Sir Austen Eadoiv. — I think so too. We intend to see the detailed 
estimates prepared earlier, that is before the works are commenced. I 
may say at once that we have not had much help from the audit in this 
direction. The audit, for the first time, brought to the notice of the 
Railway Board the fact that certain projects were being carried out without 
detailed estimates, after the lapse of eighteen months or so after the projects 
were ‘'tarted. Surely the audit might have found that out much earlier 
than 18 months and thus helped the Railway Board. 

Sir Frederic Gauntleit. — That statement is being made repeatedly. I 
would supply the Committee with a copy of the letter of the Chief Auditor 
wliicli Ave received on that question, and I would ask the Committee to 
defer their judgment on this question till then. 

Sir Austen Eadow. — I do not Avant the Committee to prejudge. 

Chairman. — ^You yourself must haA'c knoAvn that a project has been 
started Avithout detailed estimates ? 

Sir Austen Eadow. — We did not knoAV at all. The detailed estimates 
do not come up to us unless they are \ery serioAAsly in excess or in fact 
more than five per cent, in excess over the abstract. 

Chairman. — ^Are you satisfied with that ? I mean, is it not possible for 
you to adopt a practice like this : that the Raihvay Board will be responsible 
for seeing in what cases detailed estimates may be dispensed Avith before 
eonstruciion commences ? 

Sir Austen Eadow. — We do not propose to do away AA’ith detailed esti- 
mates at all. What has happened in these eases has resulted from an 
attempt Avhieh was started about fiAm or six years ago to feel our Avay to 
some extent, so as to enable us to aA'oid unnecessary expenditure in the 
preparation of projects and to get them through much quicker. 

Chairman. — ^Who is going to be responsible for saying that you must 
start such and such a project Avithout detailed estimates ? 
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Sir Austen Hadoiv. — W e do not propose to give them power to start a 
project without detailed estimates. 

Chairman . — ^You always know of cases where they do start without 
detailed estimates ? 

Sir Austen Hadow. — There must he exceptional eases. You cannot 
help that in the case of new project woi'lcs on open lines. 

Chairman. — Can you not lay' dow'n a rule that no project requiring 
sanction of the Railway Board should be constructed without detailed 
estimates ? 

Sir Austeji Hadoiv. — That comes under what I am going to tell you. 
The point is this : What we do is that a survey is first made, as was said 
by Mr. Neogy, on which they prepare an abstract estimate which has to 
go tJirough the hands of various people before it is sent to the Railway 
Board. We examine the report to see whether the prospects of such and 
such a project are reasonably good. If on examination the Railway Board 
finds that the project shows a poor return, then the Railway Board 
turns it down. If on the other hand the project looks promising, the next 
step that the Railway Board takes is to put it before the Standing Finance 
Committee if it deems fit to do so and after satisfying itself by making 
further enquiries on the project. If the past experience of a railway 
winch sends a jjroject is good, then the Railway Board relies on their 
abstract estimates with dite regard to the sort of country through which 
the line goes and the Railway Board in such a case does not insist on a 
detailed estimate being prepared befoi’e it is put before the Standing 
Finance Committee for its sanction. The first thing that the Railway 
Board does then is to sanction what is called a final location survey which 
generally takes, unless the project is a veiy short one, an important part 
of the cold weather. The new thing that we propose to introduce is this : 
we sliall say that a detailed estimate has got to be prepared, while you 
arc doing your final location survey and the estimate has got to be sent 
up here before the project is started. That is the new thing which we 
propose to introduce, and we do not think that will really cause waste 
of time. That Avas not done in the recent past. In the first instance, we 
did not cA'^en prescribe exactlj'' the sequence of events. From our experience 
we began to know hoAv these things could be tackled better. One of the 
great difficulties that' has arisen during recent years Avas the acquisition 
of land and this question has become more and more difficult all through 
India. This was partly because our reformed procedure about the abstract 
estimates was introduced. But we do not allow eA’^ery raihvay to propose 
a project based only on abstract estimates. It is only in certain railways 
we accept the abstract, because we do not tliink the others have got the 
organisation or the experience to do it. 

Chairman. — ^As I understand it, your ordinary procedure Avould be 
that construction would not start 'before you got detailed estimates. 
Detailed estimates Avill be the normal course. 

Sir Austen Hadow .. — That is the ordinary sequence to the final location 
survey which has to be done. 

Chairman. — ^You cannot start your Avork until you haA’^e done final 
location ' survey, so detailed estimates Avill proceed pari passu with your 
location surA^ey’ ? 
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fe'/r AvMen Hadow . — ^Yes. 

Chairman— Bo that the normal course is that no project -will start 
without detailed estimates. 

Sir Auste7i Eadow. — ^Tes. 

Chairman. — It comes back to what I said before. Now, you will know 
at once whether a project has been started without detailed estimates, 
because it will mean departing from your own authorised procedure ? 

Sir Austen Eadoiv. — That will be so, but these orders have not yet been 
issued. 

Chairman. — ^When will they issue ? 

Sir A^isten Hadow. — They will issue now. 

Chaii'man. — That will mean that what happened in the Punjab will 
not happen again and it will also mean that you do not require the audit 
to call your attention to the fact that a project has been started without 
detailed estimates ? Ton will yourself know' it immediately ? 

Sir A7isfen Hadoiv. — Objection statements will be there. But this 
does not affect the Kangra Valley project because there we ourselves 
departed from our own rules. 

Chairman . — I quite agree. What you tell uS covers construction of 
railways. But there are other forms of projects. 

Sir Austen Eadoiv. — ^You mean open line works. 

Chairman. — Remodelling of a railway yard, extending or repairing a 
workshop and so on. In all these cases, will the same rules apply, namely 
that no project may be started without detailed estimates " 

Sir Austen Eadoiv. — That is the rule noAv over all open line works. 
Of course there must be exceptions to this rule. Supposing we find some- 
thing happening to a bridge. Surely then Ave should not W'ait for a detailed 
estimate before I’epairing the bridge. 

Chairman. — That is an emergency Avork. 

Sir Austen Eadoiv . — These are w'orks wdiich haA'e to be treated as 
exceptions. 

Chairman. — Starting of a project without detailed estimates really 
only applies to construction of new lines. 

Sir Austen Eadow. — It really w'as not authorised there. We did not 
mean it to be done except in the case of Kangra VaUey Railway. 

Chairman. — ^Your present neAv procedure which you propose to issue 
Avill make it impossible that it should recur again ? 

Sir Austen Eadoiv. — ^Yes. 

Chairman. — ^I think that clears up the position. 

Sir Frederic Oauntlett. — I want to say a word on the point of informa- 
tion given by the audit. Infoi’mation was giA'en by the audit to the Agent 
of the North Western Railway regularly, but whether it came up here to 
the Railway Board or not, I cannot say without reference to records. But 
it was actually supplied ‘to the North Western Railwaj'. The other point 
IS and I do not think Sir Austen Hadow meant it — ^that detailed e.stimates 
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■were required for audit purposes. I suggest that it is exactly the other 
v/ay round, that the detailed estimates, if they are required at all, are 
required for purposes of scrutiny by the executive and the administrative 
authorities of the company or the line. The audit merely helps them. 

Chairman. — I say that the detailed estimates are required for people 
•who are exercising financial control. I thinlc Sir Austen Hadow’s point 
•v\as a different point. I asked him why he prepared detailed estimates 
when the project had already finished. In that case he prepared it because 
the audit wanted it. 

Sir Frederic Qauntlett. — I should say that the audit does not in the 
least require them. 

Chairman. — ^We have got awaj' from that. Detailed estimates must 
ahvay.s be prepared before work is ordered to be started. 

Sir Austen Hadow, — These orders do at present exist and we have not 
yet cancelled them. We are never .supposed to depart from those rules 
except in particular cases, such as the pi’esont Kangra Valley case. 

i1/r. Neogy.t — ^Having regard to the time that we have already taken 
in regard to this question, I do not propose to put the other questions given 
notice of by me. It is enougli if Sir Austen Hadow prepares notes on the 
other questions and circulate tliem to the members so that the sub-committee 
which is going to sit next week may liave the benefit of those notes in its 
investigation of tlie railway eases. 

Sir Avsten Hadow. — I liave got no notes written on those questions 
at present. I intended to answer them ex tempore. 

800. Chairman. — The suggestion is that instead of examining you on 
these que.stions, we would be very glad if you would prepare notes on 
these questions, .such as the policy of the Railway Board in regard to the 
railway collieries and so on. In the report before us we have been told 
that a certain railway colliery was closed down. Is that the accepted policy 
of the Railway Board ? 

Sir Austen Hadow. — The answer is simple. We develop the output of 
our collieries now according as we want to use them to control coal prices. 

Chairman. — The attention of the Committee has been drawn to para. 
T28 of the Report. Surely the Railway Board can give us a note on this 
paragraph. 

Sir Austen Hadow. — Yes. 

801. Chairman. — Col. ICirkhope of the Indian Stores Department told 
us the other clay that he had encouraged and made it possible for an 
Indian factory to make certain iron castings for one of the railway projects 
which was recently started 1 

Sir Austen Hadow. — I give every credit to_ Col. Kirkhope. Our 
Engineers lately got steel castings weighing I believe 14 tons and I was 
really surprised to hear that it had been done in India. He deserves every 
credit for that. 

Chairman. — So, he has done something to encourage Indian industry ? 

Sir Austen Hadow.— Yes, in that steel easting industry particularly. 



346 


802. Chairman. — That brings us on to the question of stores purehases 
■of Kaibvay Board on wbicb Colonel Gidney wanted to put certain questions. 
Do you consider the Stores Department of the railways efficiently adminis- 
tered ? 

,ShV Austen Eadow. — 'Wq consider that the Stores DeiDartment is im- 
proving everj’- day. We have not been quite satisfied in the past : we 
recruited the right kind of men for our Stores Department. We have made 
a great change in the policy and this was recently laid down in a eertain 
report of the Eailway Board which is now being followed up. The main 
feature of that policy as affecting the present question is that we bring 
in technically trained men. civil engineers, mechanical engineers, etc., into 
the Stores Department instead of recruiting rather promiscuously in the 
mai’ket as was often done in the past. We get technically trained men. 
We raised the status of the Chief Controller of Stores with the aim and 
object of getting a better man into it than had been attracted to it before 
and it is undoubtedly having its good effect. As regards the Indian Stores 
Department, our policy has been, cA'er since it started, that we would go 
to them whenever and wherever we saw an advantage to us in doing so. 

803. Chairman. — Coloiiel Kirkhope told us that the Indian Stores 
Department could not pay its way unless practieally the whole of railway 
purehases were put through them ? 

Bir Austen Eadoiv. — That is about 36 erores. 

Chairman. — He said 8 erores. 

Bir Austen Eadow. — I do not know what he meant by that. We make 
purchases to the extent of 36 erores. The position is this : we are pre- 
pared to hand over to him anything we think there is an advantage in doing 
so. But we have got to keep our own stores organisation. We cannot get 
a'u'aj' from them and in a very large number of, cases they are in a much 
better position to buy for us than before. But that position is altering 
every day, because we are introducing standards of all kinds, new stores 
standard specifications, standard sizes and everything else. The more that 
develops the more possible will it be for the Indian Stores Department 
to handle our work Avith adAmiitage to us. Last year we handed over to 
them a list of additional classes of things we could buy through them. 
Among others, they are oils, paints, cotton Avaste and so on. We have noAV 
been told that they liave got instructions to purchase all the Avire for the 
Telegraph Department. That Avill influence us very largely in placing all 
our demands for AAdre AAdth them because they AA'ill become a A^ery big poAver 
in the matter of Avire and AA'e shall probably get much better prices. There- 
fore it AA'Ould be adAuntageous for us to place an order for wire through 
them. I Avould say in ansAver to the question Avhether I would recommend 
thal the Stores Department of the raihvays should be clo,sed down except 
for minor local ]Aurc]iases, that it is not a possibility. 

Chairman. — It may not be an immediate possibility. 

Sir Austen Eadow. — It is ncA^er a possibility ; besides jAurchase they 
have got many other functions. 

Chairman. — The reque.st in that particular question goes too far. But 
I would like to put to you the general point of Anew. We, of course, 
quite recognise your point of vicAv that in running a commercial shoAv, 
you cannot be expected to xitilise the Indian Stores Department- unless it is 
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to your advantage to do so. Of course the Government of India may have 
$L different point of view. It may be for example, that if 3 '’ou are buying — 
ialdng any large standard article that you are buying — lubricating oil for 
■the prices at which the Indian Stores Department can purchase for you, you 
have to add on to that 2 per cent, which the Indian Stores Department 
charges as commission. That may not be so favourable as your own prices. 
Sup])osing the Indian Stores Department by getting your purchases can 
make in profits a full 2 per cent. Taking the point of view of the Govern- 
ment of India as a whole, it would pay them to make that purchase 
although it might not pay you. Naturally the Government of India would 
loolc at that from the ^Joint of view of the whole Government and probably 
in the end an increase in the business of the Indian Stores Department 
would enable it to reduce its commission and even your department might 
•directly benefit. What I reaUy want to know is whether you think it 
feasible thai. some arrangement should be made particularly as regards the 
big purchases that the railwaj-^ should for the time being agree to pay the 
slightly higher charge in order to give business to the Indian Stores Depart- 
ment and thus give it a chance of building up its business and getting on 
to a really paying basis. 

Sir Austen Hadoiv . — ^We are going on and we are quite prepared to 
consider eveiy year, or every six months what more we can advantageously 
give to the Indian Stores Depai-tment. But I think we shaU get on to 
dangeroias ground if we depart from our own view of the matter because it 
is not only a matter of commercial sense, but also it is the responsibility 
that has to be placed on our officers and the feeling that they are not 
possibly being treated fairly. When they feel like this, they will visualise 
the ]jossibility of some of them being sent about their business because tliere 
is not work enough for them to do. If you create such a feeling in the 
Department, that is very bad for the admini.stration and they will feel that 
you are bolstering up one department at the expense of another, I only 
put that as a possibility. I am quite prepared to go on adding to our orders 
through the Indian Stores Department year by year. Or we can even 
consider every six months. I have already said it will now be advantageous 
for us to purchase wire through the Indian Stores Department. We have 
given them oils and cements. 

Chairman . — ^Your attitude is that it would be a bad move for the 
Government of India to issiie a general order saying that you have always 
got to make your purchases through the Indian Stores Department, because 
as each article comes up, you are quite prepared to go into It and I might 
go further and say, that you might even be prepared to pay a slightly 
higher price if by doing so, the chances are that the Indian Stores Depart- 
ment might ultimately improve their position. You take a long view of the 
matter ? 

Sir A.usfen Hadoiv . — I would like to say that we had the curiosity to 
enquire not very long ago what the South African Railways did on this 
point, because we read in some commercial journal that there was one Agent 
for the wliole of the S. A. Government purchasing business. We wrote 
to the General Manager enquiring what he did about railway purchases. 
He said. : we are not included in this. I have got control over my own 
purchases and go to the Government purchaser whenever I think it is 
advantageous to do so.” They are evidently actua.ted by the same pi’in- 
ciples as we have been working on here. It is rather a useful support for 

U.S. 
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Chairman. — He did not tell you -wliat volume of business be put 
til rough ? 

Sir Ansten Eadow. — It was indicated that it was not au extraordinary 
amount. Here in India two-thirds of our purchases are included under 
four or five big categories of stores, of which the biggest is rolling stock. 
\Ve control tiiose purchases here and w’e should in no case go to the Indian 
Stores Department for the purchase of our rolling stock. 

Chairman. — ^No, it has never been suggested at aU. 

Colonel Gidncy. — I am much obliged to you Sir Austen. But outside 
all sentimental reasons, I put a picture to you. You have in Calcutta 
tlie terminii of three railways. You have in Bombay the terminii of two 
railways. In Delhi you have a lot of railways. We will take Calcutta, 
1 think you will agree with me that the stores department of one railway 
at least did not acquit very creditably ? 

Sir Austen Eadow. — Quite right. 

Colonel Gidney. — ^You have that position there. What is there to 
prevent the Indian Stores Department from supplying all the things which 
these tlmee railways want at Calcutta from a central supplying depot. 

Sir Austen Eadoto. — That might be possible. 

Colonel Gidney. — Then you can reduce your staff ? 

Sir Austen Eadoiv. — We do not want to reduce our stores organisa- 
tion staff much. 

Colonel Gidney. — Then would you give me your opinion on the point 
whether it would not be more advantageous if the Indian Stores Depart- 
ment had supplied all the stores to all the three railways at Calcutta ? 

Sir Austen Eadow. — They are in a better position in Calcutta than 
in many other places, because it is their centre. 

Colonel Gidney Legislative Assembly is very desirous of en- 
couraging the Indian Stores Department as it is its pet child. I ask you 
Arhelher it is practicable for the Eailway Board to help the Indian Stores 
Deiiartment by making all its purchases through them ? 

Sir Austen Eadow. — I am absolutely ready, and as a matter of fact 
w'e have considered already the question of buying in Calcutta. We have 
not considered it exactly from the point of view of handing it over whole- 
sale to the Indian Stores Department, because I do not think it would 
A^ork efficiently. In fact, the Indian Stores Department did say they could 
not undei'take it. All I am sajdng is that the Indian Stores Dei)artiuent 
has a great adA’antage at Calcutta and we are not quite in the same 
position there. We haA'e only one State railway centre in Bombay and in 
Calcutta Ave liaA’e got tA^o. As regards company-managed railways, as I 
already remarked in a recent file, I do not beheA’^e in “ bludgeon ” methods 
to eom]5el them to make all their purchases through the Indian Stores 
Doparnnent. I Avant to get them to buy in that wa}^ in eases where it can 
be .'lioAAn to be adAnntageous to them. We haA^e made a good deal of 
progress in that respect, but I do not Avant to antagonise all these companies 
by insisting on their doing a thing AA'hich is not proAuded for in their 
contracts. They are entirely responsible for their purchases. 
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Colonel Oidney. — I am pressing my point about Calcutta ^vith a parti- 
cular object, I am only confining my remarks to the two State Railways. 
I take it that it is quite easy to establish one supply depot for tliese two 
State Railways in Calcutta under the control of the Indian Stores Depart- 
ment to supply everything you want ? 

Sh' Ansten Hadow . — That would be a little bit difficult and I will tell 
you 'vhy. You want depots all over the place. In every place where there 
is a ’'.vorkshop you must have some sort of a depot. Largely that depot 
is fed by the things that the railway makes itself ; and this is a thing -which 
we insist on in our recent policy as regards stores that things that are made 
in onr own worlfshops shall not be used on the spot in that workshop but 
shall be passed through the stores because otherwise there is room for 
malpractices. These manufactured articles are handed over to our Stores 
Department and they are then issued out. Therefore it does not amount 
to having one central depot in the middle of Calcutta, say at Howrali or 
Seaklah. It would extend to various places on the two railways -where 
there would have to be Stores Department men under the control of the 
jVgent. 

Colonel Oidney. — Of course I referred to the large matters, such as, 
tarpaulins, cotton waste, wagons and locomotives, etc. 

Sir Austen Hadow. — As regards Avagons and locomotives, etc., I have 
told the Chairman just now that we have no intention of passing on our 
respon.sibiiities as regards rolling stock to anyone else. 

Chairmam. — I thinlc short of going into very great details about stores 
Ave have got a very good general picture of the situation. 

Sii' Austen Hadoiv. — I hope the Committee are satisfied that I am 
perfectly ready to extend our use of the Indian Stores Department up. to 
certain limits and as far as it can be to our advantage. I am quite satis- 
fied that as it is being Avorked now' it is an efficient organisation and I am 
quite prepared to place orders Avith them if Colonel Kirkhope can come 
and satisfy me with a list of the things w'hich he can do. I cannot of eoizrse 
say slraightaAvay that I awII place my orders Avith him and in some cases 
I should have to consult the RailAvays. I might agree to this that for 
the first year or for the first tAVO years railways should be asked to ])laee 
half their orders for a certain article with him and half their orders on 
their OAvn system and see which paid them best. It is a fair way of doing 
it. It gives the Indian Stores Depai’tment every advantage because Avhen 
it gets an amalgamated order it can place a bigger thing on the market 
than the individual raihvay ; therefore I think it is a fair Avay to do it. 

Chairman . — I think this is a very valuable suggestion. 

Colonel Oidney. — It may be that your stores would get mixed up and 
you would not know which Avas better. 

Sir Austen Hadow. — That might be. I am assuming that the stores 
delivered would be of equal quality because we do not hand OA'er anything 
to the Indian Stores Department without a specification attached to it. 
There is a little difficulty about cotton waste in that respect because every 
raihvay uses different lands of cotton waste. But what I meant was that 
whether they paid more or less for the 50 per cent, that they bought through 
the Indian Stores Department or for the 50 per cent, that they bought 
themsehres, I think it is a fair test and it gives the, Indian Stores Depart- 
ment every advantage. I should also like to draw your attention to 
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Appendix XII of the Indian Stores Department AdministratioJi Report 
showing the great extent to which we support them with inspection pay- 
ments as opposed to actual buying. So in any case whether we buy through 
them or not we place with them all sorts of orders’ for inspection. 

Sir Frederic Gmntlett. — ^Would you still he prepared to get them to do 
your inspection work in cases where you have no adequate statf yourself 1 

Sir Austen Radoiv. — ^We do it now and we shaU never think of with- 
drawing it as long as it is efficiently done. 

Mr. Neogy. — ^Who used to do this inspection work for yon before ? 

Sir Austen Hadoiv. — We were instrumental in starting that big Test 
House in Calcutta. We are not against the Indian Stores Department 
at all. In fact we appreciate them. But those steel eastings that I saw- 
in Calcutta were rather a revelation to me. 

Mr. Ran. — I think we can say that we are the largest customers for- 
their inspection at any rate — ^the value averages 3 crores, 

804. Chairman. — Before we conclude this examination, Sir Austen 
Hadow, I shoxtld like to thank you on behalf of the Committee and I should 
.I’ust like to refer to one thing. When we were discussing the position of the- 
Government Examiners particularly in relation to State-owned railways 
we got to the conclusion that you recognise the great value of their work 
in helping you to perform effectively your own functions. 

Sir Austen Hadow. — Certainly, we never question that. 

Chairman. — ^What I want to say is this, — and it is a thing which is 
felt very much by this Committee, — ^that when the Government Examiners 
do detect financial irregularities they do expect the Railway Board to take 
inrmediate and adequate action upon them. 

Sir A'usten Hadow. — The only thing that I object to is the word 
“ immediate ”. We must hear the other side. 

Chairman. — I would call that immediate action. 

Sir Austen Hadow. — That is all right then, but these things do take 
an extraordinarily different aspect when they are put to you from the 
other side of the picture. 

Chairman . — ^I am sure we all appreciate that. 

Sir Austen Hadoiv. — But manj”- people do not appreciate that and I 
think it is necessary to remember that a great many people both on the 
audit side and the engineering side do not take the trouble to appreciate the 
other side. 

Chairman. — The audit side are the counsel for the prosecution, as it 
were. 

Sir Austen Hadow. — There are ways and w^ays of doing it and I would 
not like you to go away with the idea that the audit staff are always perfect 
and the other side are all bad. 

805. Mr. Mitra. — I think I carry an impression that after the separa- 
tion (jonvention the Raihvay Board thinlc that it is their only duty to see 
the largest net gain and not' to look to any other higher policy ? Is that 
so ? 



Ghairman. — ^No, I think the Railway Board would say that they re- 
cognise that they are a public utility service and that one of their duties 
is to work the railways so efficiently that it is possible to effect rate reduc- 
tions so as to make the railways pa 3 ^ They have to pay a certain diwdend 
to the Government as shareholders and they also have to pay a share to the 
public in providing the cheapest possible transport facilities. 

Mr. Mitra. — I think I understood Sir Austen to say that there are 
other people to look after the general interests of the country. Supposing 
by lowering the rates a bit we lose a certain amount, but it will be a great 
boon to the people of India as a whole. In that case will the R.ailwaj’- 
Board be guided only by the question of the net gain or will they consider 
other questions as well ? 

8ir Austen Eadow. — I think there is fairly good evidence in the budget 
speeches which have been made in recent years that we do pay attention 
to these other things. At the same time we consider that the best benefit 
is obtained bj'- reducing our cost of working and lowering the rates in 
order to encourage traffic, still keeping our dividend, as you maj'- call it, 
the same. That is the greatest gain to the greatest number. But the 
whole of our budgets and everything else show that we do take public 
considerations into account in ways which do not bring in any immediate 
financial return. References were made particularly in Sir George Rainy’s 
budget speech this time about improving the conditions of the staff. I may 
say that for the last 4 or 5 months a very large portion of my time has been 
devoted to the consideration of various ideas in that way, so that we are 
not bound down to the very narrow view that net gain is everything. Net 
gain must be qualified by a reasonable consideration of all sorts of things. 
But of course we look to the ultimate good of ourselves as weU. 

806. Maulvi Mohammad Yakub. — ^Is it a fact that the Railw’ay Board 
are not exercising proper control over the administration as they ought to 
and that the Agents have been made more or less autonomous ? 

Sir Austen Eadow, — We have given them more powers designedly 
because we consider that we have got bigger functions to perform up here 
than undertake detailed control. 

Maulvi Mohammad Yakub. — ^Do you think it will lead to efficiency in 
administration ? 

Sir Austen Eadow. — I understand that a statement was made in the 
Gouunittee here that the administration of the railways is very bad, in 
fact seriously bad. I protest that a statement like that should not be made 
without proper examination and I welcome any investigation to prove the 
contrary. 
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Evidence taken at the seventeenth meeting of the Public 
Accounts Committee held on Saturday, the 24:th August 
1929, at 11 a.m. 


Present. 


(1) The Hon’ble Sir George Schuster. Ghairnim. 




(2) Mr. T. A. K. Shervani. 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganano Sinha. 

(6) Maulvi Ardul hlATiN Chaudhury. 

(7) Mr. K. C. Keogy. 

(8) Maulvi Mohammad Yaextb. 

(!)) ‘J\tr. K. C. Koy. 

(10) Lieutenant-Colonel H. A. J. Gjdney. 

(11) Sir Frederic Gauntlett, Auditor General. 

(12) Mr. J. E. C. Jukes, Controller of Civil Accounts. 

(131 Mr. A. C. Badenoch, Director of Commercial 
Audit. 

(14) Mr. 0. A. Travers, Accountant General, Central 
Be venues. 

(15) Mr. T. K Rajagopalan, Officer on Special 
Duty, Finance Department. 

(16) Mr. B. Nehru, Deputy Auditor General. 


r Members, 


J 




> 


Were also 
present. 


J 


]\Ir. E. Burdon, Financial Secretary. 


Wt'tness 


Grant 25 — Interest on Ordinary Debt. 

807. Chairman . — ^Paragraph 31 of the Auditor General’s letter — 
Grant No. 25 — Interest on Ordinary Debt and Reduction or Avoidance of 
Debt— (a) Page 120 — note A.-l. The Public Accounts Committee may like 
to enquire the circumstances in which the payment of Es. 3 lakhs was made 
on the 30th March instead of the 1st April, 1928. 

_ Mr. Burdon . — The circumstances are similar to those of the case 
which I thinlc the Central Board of Revenue explained to the Committee. 
The Deputy Controller of Currency, Northern India, issued instructions to 
the Agent, Imperial Bank of India, Agra, to pay the amount on the 1st 
April, 1928, but as the 31st March and 1st April were holidays, the amount 
was actually paid by the Bank on the 30th of March. 
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Grant 26 — Interest on Miscellaneous obligations. 

SOS. Mr. Biirdon. — The expendilnrc under this head is watehod by 
the Ae.eouiits Officers eoneei’ued and additional allotments or I’e-appropria- 
tions are sanctioned by the Finance Department at the request of those 
officers. The Auditor General has promised to take necessary action as 
regards D.-l. As regards i^aragraph 32 (c) of the letter these items are 
the concern of the Accountant General, Posts and Telegraphs, and the 
Finance Department will issue instructions to him. Tlie explanation of 
the mistake referred to in paragraph 32- {b) will be given by Mr. T. K. 
Pajagopalan. 

Mr. Bajagopalan. — It is a clerical error on the part of the Pay and 
Accounts Officer, Secretariat. He foresaw that provision was necessary, 
only he asked for it under sub-head (E) instead of under sub-head (D). 
That ex]}lains the difference. In future he has promised to be more care- 
ful. That mistake could not be discovered in time because all the ad- 
justments on account of interest are made in klareh final accounts, several 
months after the close of the year. It was really a clerical error. 

Grant 67 — Gurrency. 

809. Chairman. — Paragraph 54 — Page 323. “ I endorse the remarks 
of the Accountant General in the penultimate sentence of sub-paragraph 1, 
and in sub-paragraph 2. It seems that a larger cut for probable savings 
would be justified. It is noticeable that several excesses over sub-heads 
remained unrectified.” 

Mr. Bid- don. — If it would interest the Committee either now or at 
some other proper occasion I should like to make a few general remarks 
on the subject of innccui'aey in estimating. So far as this particular matter 
is concerned, all that I can say is as follows : — As regards the remark of 
the Accountant General, Central Revenues, that the gradual improvement 
during past years has not been maintained iii the year under report, it 
may be mentioned that out of the saving of Rs. 3,63,911, Rs. 2 lakhs is due 
to special rebate given by the Bank of England on the contract price for 
curreney jiotcs printed by them. The India Office knew about this only 
at the end of February, 1928, and we receh’’ed the information in April, 
1928. Excluding this special item, the saving amounts to only Rs. 1,63,911, 
a saving of 2.2 per cent, which I think is a slight improvement over the pre- 
vious year. The Auditor General remarks that several excesses over sub- 
heads remained unreetified. Actually, the excesses unrectified i;vere as 
follows : — 

A. -3. — Non-voted. Rs. 89 due to disbursement of pay for March in 

klarch owing to leave being talven oirt of India. 

B. -5. — There is an excess of Rs. 152 due to accounts adjustment after 

the close of the year. 

C. -2 and C.-3. — There are two large excesses, one of Rs. 5,658 due 

to additional expenditure on travelling allowance on account 
of staff recruited in England and the other is Rs, 2.’489 due 
to provision ■ made erroneously under C.-4. 

D. — Madras — Rs. 6,647 was due to larger remittances of treasure to- 

wards the close of the year. 

HC2CPBrinD 23 
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H. — T^s. 128. The actual expenditure on the purchase of a site for 
the ereetion of the Lahore Currency Office building was 
Bs. 6,01,128 and the additional allotment which we obtained 
from the Assembly was Es. 6,01,000 in round figiires. The 
difference of Rs. 128 is accounted for in this way. 

Items A-1 and B-5 are very small amounts which I believe the Committee 
will agree might be ignored. C-2 and C-3 occurred in the Currency Note 
Press at Nasik and I think they are probably ascribable to the fact that 
the Press was a new institution. ■ The excess under D must be due to un- 
foresee.n causes — larger remittances of treasure towards the close of the 
year. It is a thing which it is not always possible to control. 

810. Chairman . — I think we might take this occasion to hear what 
general remarks you have to make on the question of inaccuracy of esti- 
mating. 

Mr. Bur don . — I am speaking not only of the Finance Department 
estimating but the estimating of other Departments also. It might interest 
the Committee to know that when I returned to the Finance Department 
about two A^ears ago, after an absence of several j^ears, I found that not- 
v/.ithstanding the additional liabilities arising out of the reformed consti- 
tution, the Legislature, the Public Accounts Committee and the Standing 
Finance Committee, the Department was stiU working with a temporary 
Budget Officer, for five months in the year only, and the moment the 
Budget was launched at the end of March, the Officer who did the work 
of Budget Officer, reverted to his permanent appointment of Under Sec- 
retary or Assistant Secretary as the case might be. He then started to 
■do ordinary ease work, eases arising out of the Civil Service Regulations 
and the Fundamental Rules, expenditure cases, etc. He gave such time as 
he could physically spare to any Budget work that came up, the prepara- 
tion of the four-monthly estimate, financial notes, or anything of that 
kind. Then, at this time of the year, he became Secretary of the Public 
Accounts Committee and I per.sonallj’- regard it as most important that 
the Budget Officer should be Secretary of the Public Accounts Committee. 
'After all, the essential function of the Budget Officer is estimating, and 
he has got to get his estimates conform to actual expenditure and he has 
got to be in a position to investigate discrepancies between the two. Now, 
the work that is done in the Public Accounts Committee is most valuable 
in focussing discrepancies between estimates and actual expenditure, and 
the observations of the Public Accounts Committee must of course neces- 
sarily be the guide to rectification in the future. After he had done the 
work of the Public Accounts Committee, then in a month or two, he 
went back and sat down to do his work as Budget Officer, which means 
hard work during the whole of the cold weather. He is relieved of case 
work except case work relating to things like taxation, currency matters, 
ways and means, etc., which have an effect upon the Budget. He has done 
the work of Secretary to the Public Accounts Committee and then he has 
gone back to his Budget work. I should 'like to say further, that in the 
past it has been ampty proved by experience that the work which has 
devolved upon the Budget Officer is far too much for him. By the kind- 
ness of the Standing Finance Committee and the Legislature I was able 
to introduce a reform last year by which the Budget Officer was made a 
whole-time officer, so that, now, after* the Budget has been launched, he 
could devote a certain amount of attention to watch the operation of the 
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13udget througliout llie year and to test the accuracy of liis own calcula- 
tions. He still has do the work of Secretary to the Public Accounts Com- 
mittee. So far, everything works aU right ; but then he has got to go hack 
to do his budget during the cold weather. One of the purposes I set down 
when I asked for the appointment of a whole-time Budget officer was that 
that officer should have leisure to examine the process of estimating in the 
original estimating offices. It seems that tiiat is a very desirable thhig to 
do, and I think the Committee will realise from the account I have given 
of the various duties that have to be performed that it is hardly practicable, 
even for our whole-time Budget officer, to go round these estimating 
offices to find out and co-ordinate their work, and yet, I believe it to he a 
very necessary thing to be done and I do not think that you can cure this 
evil which appears all over the place in these Appropriation Accounts, 
unless you attack it by some practical method such as that which I have 
suggested. The formulation of principles, the issue of a liriori instructions, 
is not really going to get at the desired result. I thirds the Committee will 
appreciate that it is almost inevitable that there should be great differences 
between ihe' ways in which different people estimate. Some people are 
naturally temperamentally optimistic, others are the reverse, some are 
more careful than the others, some may organise the collection of their 
information better than others, some people study the matter more seienti- 
ficail.Y than others. I feel that if you could get the co-ordinating officer 
going round and having a conference occasionally mth the estimating 
officers in order that they might exchange experience, that that would be 
the way to improve matters. I thought the Committee might be interested 
to hear my views on the subject. 

Chairman . — So far, we have not had the full benefit of the whole- 
time Budget Officer. In this particular year, as a result of, heavy work, 
Mr, Shankar l»au has had to go on 4 months’ leave. We have not got 
him u'ith us Jiow. When he comes back fully refreshed from his leave, 
next year we shall have the full advantage of the whole-time Budget Offi- 
cer, which we have not yet had. Do you think, from jmur experience, 
that a whole-time Budget Officer, when* he settles down to his work, would 
ho able to perform the task which you have in mew ? lie may have more 
work to do at the beginning, hut when we get things in Avorking, will he 
he able to go roiind the various offices and personally deal with the estimat- 
ing officers and co-ordinate their Avork and see that every one is apph-ing 
the same tests to his estimates so that we can rely on a uniform standard 
of accuracy ? Do you think he AviU be able to do all that work ? 

Mr. BariJon. — Frankly, no. As things AAmrk out, the Budget Officer 
is going to have a free month in the year Avhen he is not exhausted by the 
Budget work itself — a month to work it in. I do not thinlc one month 
would be enough. Will it be. illr. SaniiA’a Roav ? 

3Ir. Sanjiva Boio. — I do not think it aaTII he enough. 

Manlvi 3fo7iammad Yahiib. — Besides his being relieved of his other 
duties, what do you propose to do ? 

il/r. Bnrdon . — ^I regard a whole-time Budget officer as an absolute 
neees.sity. You cannot do without it. That is a permanent necessity. 

Maulvi Mohammad Yahub. — You think the whole-time Budget Officer 
will not be able to go round ? 
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Mr. Burclon — It ■will bo a mere ijretence on my part if T -were to sny 
that lie can do it. 

Manlvi Mohammad Yakub . — What do you propose then ? 

3Ir. Burdon . — As an administrative arrangement, what I would do 
myself is this. I would put in another officer with, proper qualifications — 
we should hai’e no difficulty in finding one — and make him Assistant 
Budget Officer for the cold weather. I would make him sit here in the 
Public Accounts Committee helping the Budget officer. The Budget Offi- 
cer has got to be here. He has got to see where the estimates have gone 
wrong. The Assistant Budget Officer will sit here during the meetings 
of the Public Accounts Committee, take copious note,s, and take directions 
afterwards fi'om tlie Budget Officer and then go on tour during the greater 
part of the cold iveather, and then come back and give his results to the 
Budget Officer. He can then sit back and have a look at the results and 
see what further steps are required to be taken. If you get it thoroughly 
I think you probably would be able to do it in one go. 

Sir Frederic Gaunileii. — Another direction which will interest this 
Committee is this I 'think that Mr. Burdon has covered a very great 
deal when he referred to the Budget Officer as Secretary to this Commit- 
tee. Tlie Committee has to remember that being Secretary of this Com- 
mittee, does not merely mean .sitting in this room, taking notes and get- 
ting oul the proceedings. A much more irapoidant paid of the work which 
he has got to do is to co-ordinate, under the guidance of the Member and 
Secretary, all the ivork of consiclering the recommendations of the Com- 
mittee and giving elfect to the orders of the Government of India upon 
those recommendations. It is a bald statement of fact that it is not until 
the Budget Officer was appointed that it has been found possible for the 
Pinance Departm,ent to get out the important Resolutions which appear 
this year. I thinlc lilr. Burdon will agree with me. 

Mr, Burdon. — Certainly. I could not have done all this if I had 
not had this additional .strength. 

Chairman. — We want to do much more than bring out Resolutions. 
Wo nant to see eveytyhing that tliis Committee has called our attention 
to translated into action. 

Sir Prrdcric Gaiin licit . — If I might put it the other yvay, the oigani- 
sation of the Pinance Department was inadequate for this purpose up to 
the time when the Budget Officer was appointed, and I thinlv kir. Burdon 
•«'ould agree vuth that. 

Mr. Burdon. — ^Undoubtedly. 

Chairman . — Do you, from your experience, agree with Mr. Burdon 
that at any rate to start Avith, we ought to go a step further and have an 
Assistant Budget Officer on special duty to go round ? 

Sir Frederic Gauntlett. — I certainly agree with Mr. Burdon as to the 
necessity of co-ordinating the work of the officers Avho are primarily respon- 
sible for the e.stimating. It is perfectly true that a considerable portion 
of the estimating is noAv done by Pay and Accoiuits Officers Avho are men 
■who have had all their training in Accounts offices, and it would be ranch 
simpler to train them than to train men who have had a much smaller 
training. At the same time, I fully recognise the need for co-ordination 
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and for exi^ounding the best systems. At anj'" rate, this is certainly true 
of the English people — it is only by experiment and error that we have 
to thresh out the best system. 

Colonel Gidney . — I look upon this as a very important matter and in 
view of what Mr. Burdon has said, I think lie has rather given his .mini- 
mum recpiirements. The Assistant Budget Officer is the minimum rerpiire- 
mcnt. 

Mr. B'nrdan . — T think we can do it with that. 

Maidi'i Mohammad, Yakxih . — He will have to b,e kept longer than a 
j'ear. One year is of eoiu’se a very short period. 

Mr. Burdon . — I do not think so. When he comes back with his re- 
sults and has a conference with the Budget Officer proper, and they apply 
the result. s that he has brought back to the central estimates then under 
]'rc])arafion. one could then sit back and look at the results and see what 
IS na]itefi. 1 think it is very probable that consolidation of the work done 
in tl;e cold weather ought to be undertaken specially during the succeed- 
ing season up here. 

Sir Frederic Gauntlett . — should like to make one further remark, 
and that is, that the amount of current work that can and ought to be 
done by the Budget Officer has not jmt been fully ascertained. My point 
is this. Mr. Shankar Ran lias been engaged for a quite a considerable time 
in the bringing up all these arrears of work of the Public Accounts Com- 
mittee which have resulted in the initial drafting of these very important 
Resolutions '^rliicli are now before us, and it will be an essential feature of 
the worlr of the Budget Officer to keep that uptodate. Up to the present, 
l\Ir. Simnkar Ran has been engaged in catching up the arrears and it is 
that which has invalided him. 

Chairman . — We have had very little time to have experience of his 
Avork as a permanent Budget Officer. 

Sir Frederic Gauntlett . — ^Tou have had no experience of his work 
Avith no arrears to catch up. 

Chairman . — If I might get out of my chair as Chairman of the 
Public Accounts Committee and sit for a moment as Finance Member, I 
.should v'elcome any recommendation from this Committee to the effect 
that the Finance Department should be adequately staffed to ensure that 
full .effect is given to the I'ecommendations of the Public Accounts Com- 
mittee and that it is justifiable that in the initial stages we should err 
on the side of being OA^er-staffed in order to set up a high standard of effi- 
ciency and io hope that that standard will remain. 

Sir Frederic Gauntlett . — I fully agree Avith that. It is a vital neces- 
sity. jMy experience of 5 or 6 years has led me to that conclusion. 

Chaimnan. — I endorse the remarks of Mr. Burdon, speaking as Finance 
Member, A'ery fully. I know that my staff is over-Avorked and it is im- 
possible to get to do everything as Avell as one Avould like. 

Maulvi Muhammad Yakub . — This might be one of the recommenda- 
tions of the Committee. 
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Mr. Das. — We Avould like to make a clitrereiit recommendation to 
tliat of Mr. Bnrdon that there should he an Assistant Budget Officer. T 
have watched the working of the Finance Department from outside for 
the last 5 or 6 years. Mr. Aiyar was the Budget Officer, but he was 
transferred to the Eo 3 ml Commission on Currency. Then there was Mr. 
P. K, Rau, ■who is now in a higher post- Then we had Mr. Shankar Rau. 
He might be transferred somewhere else.... 

Chairman — Not while I am here. (Laughter). 

Mr. Da^. — For this Public Accounts Committee, Ave had Mr. P. R. 
Rau as Seci'olarv, and then Mr. Shankar Ran. 

Chairman. — I thinlc j’-ou AA'ant to add something to the recommenda- 
tion and say that there shoiild be a pei’manent officer, 

Mr. Das. — If the Budget Officer gets transferred, the Assistant Bud- 
get Offieer becomes the Budget Officer. 

ilfr. B'ttrdon. — The real difficulty- is not one of securing continuity but 
one of getting sufficient strength to keep matters at the proper standard 
of efficiency. 

Chairman. — FolloAviug up Mr. I3as’ point, Avould you say^ this : that 
just at the moment Avhen Ave are trying to worlt things uj) to a standard 
it is particularly important to luu'e continuity and that it might be de- 
sirable, for instance, to keep Mr. Shankar Ran as budget officer oA'cr 
rather a longer period than might be desirable AA'hen we haA'e the A'-hole 
thing Avoiicing properly .’ 

Mr. Bnrdon. — I do agree mo.st definitely because Mr. Shankar Rau 
has been associated Avith the development of this organisation AA-hich began 
last .vear ; and it Avill be A'ory desirable to make him slay on until things 
come to fruition. 

Chairman. — And that his case .should not be prejudiced because his 
services are so much reqAiired for a particular jjurpose that he cannot 
be released foi AAdiat might possibly'- be promotion 1 

Mr. Burden . — Quite so. 

Chairman . — I think it would be A-aluable from that point of A'icAV to 
have some recommendation from this Committee that during these initial 
stages it is particularly^ important to haA’’e continuity in the staff of the 
Finance Department which is emplo.y-ed on this special Avork. 

Mr. Bnrdon .' — ^Yes. 

Mr. Boy. — All I can say is that the Avork turned out by’’ y’’Our depart- 
ment is A'ery good and efficient and AA'hatever formiila y-ou might put for- 
ward, I hope, Avill receive the strongest suiiport from this Committee. 

Mr- Bnrdon. — Thank ymu A'ery much, Mr. Roy'. 

Bir Frederic Gaimflctf. — think this Committee should rarel.A' if CA'er 
make a precise recommendation : it should be in moi'e general terms and 
leave the executiA'e government to gWe effect to a general recommendation. 

Chairman. — do not think it would be going too much into detail 
if this Committee were to sa.A' that they' attach great impox'tance to the 
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Finance Deinai-tmeut making an intensive effort for the next two or three 
year.b to biiiicl up a high standard of etffeieney in that matter and for this 
purpose special ariangx-menls botli as to the sirength and eoniinnilv of 
the staiT employed on that work is desirable. 

Sir Vrederk Oauvilett.—l agree exactly with that form of wording: 
^Ir. Das tranted to make it more precise. 


Guant 68 — Mwl. 

831. GJiairino'ii . — The next point is in paragraph 55 of the Auditor 
General’s letter — *' The Committee may desire to urge that a lump cut 
should be made 1‘rom the voted provision. ’ ’ 

Mr. Burci'm . — We will consider that of course. But there again, I 
think, m,y general observations are likely to be of more seiudce than any 
particular observation about any individual item. 

812. Sir Frederic Gauntlett . — I would refer to the note at the bottom 
of page 327. 

Chairman . — ^AVliat have you to say on that point ? 

Mr. liurdon . — In the first place the Finance Department are fully 
prepared to agree that this was really a new service ; we had certain 
arrangements for j’efining .silver at the Bombay Mint — very old fa.shioned 
and limited; ibis was an entirelj* new proposition because not only is it 
the purjoose of the refinery to refine government silver but also to give 
facilities to the general public to have their silver refined. 

Sir rederk Gavniiett . — We have come to a general conclusion that 
rvhere ii is a mere replacement .it is not a new service, but I would clearly 
differentiate that general proposition from this particular case as this is 
very much more elaborate than anything you ever had before and of a 
radically differeirt type. 

Chairmav .. — Not only that; it represented not only a nerv service 
but a new policy and a very definite policy. 

Sir Frederic Gawitleif . — I think all these points might be elaborated 
in exiiounding the ease as an illustration of case law'. 

Mr. Burden . — Perhaps the Committee might like to know why 'we did 
not app]^ to the item the rules which apply to provision for a new service. 
I wish to acknowdedge at once that at the time this item came up, the 
Finance Department themselves had not realised all the implications of 
the rule relating to new services. It was a new thing and it w'as merely 
passed over ; otherwise our procedure was, I think, regular ; w'c went to 
the Standing Finance Committee and .said that w’e pi'oxiosod to go to the 
Legislative Assembly for a grant for the main body of the expenditure 
W'hich was to be carried out in the following year ; we did not go to the 
Assembly for a supplementary grant for the relatively small volume of 
expenditure Avhieh was to be incurred in 1927-28 ; the thing w'as merely 
an oversight ; as a matter of fact the whole of the facts was placed before 
the Standing Finance Committee and before the legislature and the case 
was undoubtedly an urgent one. 
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8.13. Sir Frederic Gcmntleif. — That raises one important question and 
tL'at is whether the Standing Finance Committee, when asked to approve 
of any scheme put before it, should consider in the light of the case law 
promulgated by this Committee whether a new scheme put before it consti- 
tutes a new service ; it Avould not of course be the final authority. 

Mr. Btirdon. — I think we had better have an office order that this is 
one of the paragraphs to be included in every memoraiidum to the Stand- 
ing Finance Committee — ^^vhether a thing is a new' service or not : you get 
it automatic. 

3Ir. Seiiijiva Row. — We have recently devised a form of memorandum 
to the Standing Finance Committee and if w'c consider that an item is a 
new service Ave specifically mention it. 

Chairman. — It is quite possible that the Standing Finance Committee 
may disagree in a ease in Avhieh it Avas not specifically mentioned and it will 
therefore be a good thing if Ave can get some sirmmary or concise statement 
of the case laAv on ilie subject placed before the Standing Finance Com- 
mittee so that* it may form its own conclusion. 

Sir Frederic GamitielL — I suggest that is one more task to be put on 
th_e budget officer cum Secretary of this Committee after each year’s Avork : 
it Avould bring the volume of ca.se Iuav up to date. 

814. Maulvi Mohammad Yakuh . — But Ave haA'e not been able to define 
Avliat is a neAv serA'ice ? Would it not be desirable to find out some formula 
or definition ? 

Chairman. — I think Ave hatm come to the conclusion that it is impos- 
.sibie to find out such a formula ; each case AA'ill have to be judged on its 
nieriis ; but Ave could collect together a body of case law to serve as a guide 
and imecedent. 

Sir Frederic Gaunfleft. — ^This Avas discussed a great deal last year on 
the memorandum of information and guidance for members of the various 
Public Accounts Committees Avhich I bi-ought up before last year’s meeting. 
In that T put foinvard my conception of the problems Avhich arise in con- 
nection AAdth tliis definition and it Avas considered Amiy carefulty and decided 
that AA’hile the A'ery general suggestions that I put forAA'ard should be 
accepted, the detailed application of those principles to indiAudual cases 
could only be settled by the evolution of a body of case law and Ave got three 
or four eases last year and we haA'e added three or four more this year. 

Mr. Bnrdon. — Might I suggest that the Standing Finance Committee 
at the fiiAst convenient opportunity should be apprised of the fact that that 
w’iil be one of its function.s — ^to consider AA’hether any item placed before 
it IS a ncAV serA'iee or not : also to let the Standing Finance Committee have 
such observations as this Committee might finally decide to make on this 
subject. 

Mr. Das. — -WiU. these observations regarding new service apply to the 
RailAA’ay Standing Finance Committee ? 

Chairman . — Certainly. 

Mr. Roy.— Would you not like to have a proper definition of new ser- 
vice inserted in the manual ? 
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Mr. Burdon. — ^No, I am afraid not, as a matter of fact the Secretary 
of Stale himself has blenched at this task of defining this term ; he has 
held that it is not possible to have it satisfactorily defined at present. 

Chairman. — ^In the meanwhile we can content ourselves with accepting 
Mr. Burdon ’s suggestion that it should be communicated to the Standing 
Finance Committee that it is one of their functions to consider that, and 
we also want to record that it is definitely the duty of the department 
responsible for putting the demand before the Standing Finance Committee 
to offer such guidance as it can to the Committee and say whether it is a 
/lew service or not. 

815. itfr. Das. — One more question, Sir, in regard to this currency ; I 
find you sold nickel in London : have you got sufficient nickel to justify 
your selling it in London ? 

Mr. Burdon. — Yes ; our stocks of nickel are used not merely for coin- 
age, but also for supplying the ordnance factories for the manufacture of 
munitions : and when this matter came up I went to the blaster General 
of Ordnance in the Army Department and asked him to give me liis esti- 
mate of the requirements of nickel for the next four or five years, which 
was the most he could do : and we sold the rest in order not to lock up 
.shocks and suffer loss of interest ; -we are not purchasing nickel now, we 
have got sufficient stocks in hand. 

Grant 70 — Superannuation Allowances and Pensions. 

816. Chairman. — Have you any remarks to ofl’er on para. 57 of the 
Auditor General’s letter ? 

ilfr. Burdon. — Here again I think my general observations cover the 
point The wide variations between the grant and the expenditizre are 
mainly due to the estimates having been framed in tlie absence of actuals. 
(The witness proceeded to explain with particular reference to para. 78 of 
file Auditor Genei’al’s letter on Grant 71 — Commuted value of pensions.) 

Chairman. — It is the commuted value of pensions which accounts for 
file difference in this total ? 

Mr. Burdon. — Yes. 


Grant 72 — Miscellaneous. 

817. Mr. Btirdon. — ^Para. 59 {a) and (c). I have on another occa.sion. 
1 think, explained this point. We agree with what the Auditor General 
))i eposes. 

Mr. Bajagopalan. — ^Para. 59 (h). This matter was gone through the 
Ollier day. 1 have not got the papers here. It concerns entirely _ the 
F'. and P. Department and tlie Pay and Accounts Officer has ex])lained 
that he ivas not responsible. 

il/r. Bajacjopalan. — Para. 59 (/). The Pay and Accounts Officer, Sec- 
retariat, is jointlj’- responsible with the Pay and Accounts Officer, P. W. D. 
He gels the rates of consumption for electric cui’rent, and the past actuals 
aie quite dependable in Simla. But as regards New Delhi, we have got 
scA'eral new factors that have come in. We have now got the heating 
sysiem ini reduced in some rooms and also the Radiators going in others. 
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Es 3G 4.00 was surrendered within the year after an estimate based upon the 
latest metre readings. In future years the current consumption in respect 
of fans wHl probably bo less as we have started the cooling system. "We 
hope to get fairly dependable actuals in the next few years, but estimating 
will be difficult in the transition stage. 

Gr.vnt 83 — Expendiiivrc under ihe control of the Kujii Commissioner. 

818. Sir Frederic Might Ave have some comment on para. 

68 ? 

ilfr. Bur don. — The only thing that w^e can say about this is that we 
have to tackle the High Commissioner and the Secretary of State on the 
same lines as Ave are going to tackle the problem here. 

Grant 94 — Loams and Advances hearing interest. 

819. Mr. Burdon. — Para. 80-B. AdAmnee for a Motor Car. I do not 
Avant to comment on the individual case of the officer under the Bengal 
Government, but I should like to mention to the Committee that some time 
ago and quite independently of this case the Finance Department came to 
the conclusion that the existing arrangements in regard to covering adA^ances 
made for the purchase of motor ears are not satisfactory and in consultation 
AAuth the Government Solicitor aa^c have noAv devised a form of security 
bond Avhieh Avill combine personal security of the officer with the hypothe- 
cation of his A'eliicle. In future CA’-ery officer taking an advance for motor 
cars Avill liaA’e to give a personal bond so that if anything goes wu’ong the 
amoitnt Avill be reeoA'ered from his paj' immediate]?'. AVe have got much 
moie tangible security uoav than before. 

820. Sir Frederic Gauntlett. — The only point left is para. 80 (c). 
Provincial Loans Fund. 

Mr. Burdon. — The matter has been discussed wdth the financial autho- 
rities in Bomba?'- on every convenient occasion that offered itself, and last 
November I had a discussion Avith tlie Hon. Mr. Pradhan and Mr. Wiles. 
The Bomba?' Govermnent have tAA'o large loans in respect of which they 
arc making no repa?’-ments of capital Avhatsoevei', i.e., no appropriation from 
current revenues. T said that it AA'as essential that some scheme of repay- 
ment should be set in operation at once even if it has to be modified later 
on, and Mr. Wiles undertook to send us formal proposals, and there aa'us a 
general understanding that if the proposals were made on certain lines 
they Avould reeeiA'e s?'-mpathetic eonsidei'at’on. Then we received an offi- 
cial proposition from the Bombay GoA'ernment and it is under consideration. 

821. Chairman. — ^Para. 80 (r). Supplementary memorandum (Appen- 
dix VTI). It is an important qtiestion of principal inA’-oh’-ed. We ma?' 
say in this particular case that it imist liaA'o occurred before Mr. Burdon 
joined the Department. In the meanwhile I Avould like to say this that 
it is perhaps out of date because we are considering the question of amend- 
ing the ProA’incial Loans Fund Eules. and in one important direction I 
think myself the distinction AAdiich has been made between dealing with 
produetiA'e and unproductiA’e loans in ^'cspeet of the interest charged is 
not A'cr?' effective. I think the extra ] per cent, is not a deterrent to 
prevent peojile from borroAving for non-productive purposes. My oAvn 
vicAA' IS that fixing a .short tei'in for repaA'ment in the case of borroAving for 
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non-productive purposes is a mueli more effective way than chargino- the 
extra i per cent, interest. For instance, if money is wanted for com- 
pletely unproductive purposes, we' should say that repayment must be 
made in say 10 years. That at once pulls them up very sharp, because 
it means a very heavy charge. We are considering the revision of the 
rules along these lines. ]\Ir. Burdon will furnish an explanation. 

Sir Frederic iraxmilett , — As regards tliis particular ease, I have deli- 
berately called attention to it because it does involve a very important 
point of principle. The Government of India in this ease is" merely the 
trustee for all the Provincial Governments and all these rules have' been 
agreed to by all the Provincial Governments. The fund is more for the benefit 
of the Provincial Governments as a Avhole and the rules do not give any 
authority to the Government of India to make any distinction between 
one Provincial Government and another. 

Mr. Burdon . — I think the Auditor General’s point is covered by the 
circular which is going out to consult the local Governments with regard 
io the changes to be made. In certain eases the Government of India want 
to have special powers to fix special terms. 

Sir Frederic Getunilett . — If it arise.s in my time, 1 shall accept the 
sanction of the Secretary of State. I onty desire to point out that it is 
parficplarly difficult to depart in favour of one Government from rules 
which have been framed in consultation and by agreement with every in- 
dividual local Government. 

Mr. Burdon.— 1 will make a further statement on the point this after- 
noon. 


Appendix V to the Report. 

S22, Chairman . — We may now turn to Appendix V. I may say that 
I hare received no comments from any Member of the Committee. You 
will remember that I invited comments in writing. In a case like this 
I think that instead of starting a general discussion I had better call 
on each Member of the Committee in turn to say whether he has any 
particular remark at this stage to make. I should like to say at the outset 
that 1 do not think that we can arrive at any final conclusion on this 
matter to-day. I would myself in any ease like to have further dis- 
cussion possibly with the Leaders of the various Parties, and also -with the 
President of the Legislative Assembly as I should like to have his views 
on the subject. But even if we cannot arrive at a final conclusion to-day. 
I thinlc we might do a good deal in clearing the air. Mr. Roy, can you 
now tell me your views V 

Mr. Hoy. — Mr. Burdon, I thank you for your memorandum ; but you 
have only given us a halfway house, and you have not given us the full 
select committee procedure according to your proposal in paragraph 8. 
Whj'- have you not given us the complete select committee procedure ? Wliy 
don’t you give us a right to move that the report as amended be adopted ? 
What is jmur objection ? 

Mr. Burdon . — I think I have explained that in the memorandum. 
We considered that point very definitely and earefully. In my mind it is 
quite clear that, if you have a motion for adoption, the great difficulties 
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must be uiietiier you are ever going to get so large a body of men as the 
members of tlie Assembly to record unanimous agreement on all the recom- 
mendations contained in a fairly lengthy report of the Public Accounts 
Committee. It does not seem to be practical to expect that such a thing 
■would happen. Then if you have a right to make amendments and all that 
sort of thing the jn-ocess becomes almost interminable. Jt is most impracci- 
cablc in my opinion for any body of men to arrive at .such an agreement. 
That is Avhj' we proposed to cut out anything in the nature of a motion for 
adoption. 

Mr. Iioi /. — There is no con.slitutional ol),ieetion to it. Jt will be only 
in the nature of a recommendation to the Governor General in Council and 
lie can do anything he likes Avith it. 

31 r. Bnrdon . — If you have a recommendation tliat the whole report 
be adopted, that would fall, at any rate, within the mischief of the rule 
Avhieh insists that a resolutimi should raise only a single definite subject. 

3lr. Uoy . — I will exjdain the thing to you. You make recommendations 
in that Committee’s Rejiort. Say, touching recommendation No. J. f want 
that the folloAving clause be added. That clause is added Avith the con.sent 
of the Avholc House and that is only a recommendation to the GoA'crnor 
General in Council. But your jiroposal giA'cs only a half Avay house. 

Mr. Bnrdon . — So far as the cxecutiA’c GoA*ernment is concerned, they 
Avould have no greater difficulty in dealing Avith the Public Accounts Com- 
mittee Report that had been amended by the House than they Avould have 
in dealing Avith the Public Accounts Committee’s Report ns it is presented 
noAA^ I am only thinking of the practical aspect of tlie thing, of the actual 
discussion in the Assembly itself. 

3laidvi Muhammad YaJeub . — I understand that the Public Accounts 
Committee Report is already presented in the IJ. P. Council and discussion 
arises thereon, 

3Ir. Bnrdon — It is all mentioned here (referring to the memoie'uduni 
in Appendix V). 

Mr. Boy . — LIr. Bnrdon, you Iiave no constitutional objection to give us 
the full select committee jiroccdure. Your apprehension seems to me to he 
grouudlc.ss, because, if you look at your oavu parliament, you Avill find that 
any member can raise a di.scu.ssion and so Avhen the report is presented 
to the House by the l^inanee IMember there should bo a little discussion 
Avith very little alteration, ft Avill com])letely vindicate the action of the 
Auditor General and if yon haA'c tlie .select committee procedure for the 
consideration of the i‘‘’'])ort you will only lie folloAving Avhat is being done 
in the proAunces. 

Chairman. — ^ftir. Roy, I am not quite clear. You told us that Avhat 
you n'commend is already in the House of Commons, Are Ave not pj'O- 
posing liere exactly the same procedure ? We are folloAving exactly the 
Avording of the motion that is raised in the House of Commons that the 
report be taken into consideration. 

ilfr. li Of/.-— They can also haA'e a motioji that the rejmrt be adopted. 

Chai rman . — There is no motion for adoption. "• 
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Mr. Boy. — Afterwards it is meaningless if only a motion is made that 
the report be taken into consideration. What is the net result of the con- 
sideration ? Parliament has that inlierent right. On that point neither 
May nor the parliamentary procedure is very clear. They have the right 
to make any motion they like as the sovereign parliament and deal with 
their own finance and lay down the policy, hir. Burdon has given ns a 
halfway house. 

Chairma?). — I should like to correct you on one point. You say “ Mr. 
Burdon has given a halfway hoxise ”. iMr. Burdon has given you nothing 
except a suggestion, and that suggestion we are here to discuss. ' The meiiio- 
raudum doc? not lay down a hard and fast procedure and it is only a 
ju’oposal which we are here to discuss. 

Mr. Boy. — It is an admirable memorandum but its only flaw is llial 
it does not give us the right to move that the report as amended by tljo 
House be adopted. 

Mr. Bnrdon. — T have attempted in this memorandum to state the pros 
and cons of this thing. 

Mr. Ncogy. — The report contains certain recommendations and it also 
contains certain other things not in the nature of a recommendation. The 
function? of this Committee is to draw certain matters to the attention of 
the Legislative Assembly. We do that. Now if there is a motion that the 
report be. adopted, the report does not merely consist of so many recom- 
mendations. We insist on so many other matters. What will be the exact 
effect of the adoption of the report ? I want to understand that. 

Mr. I{oy.--YrO are a committee elected by the House with three 
nomiufited members. We are responsible to the House and to nobody else. 
We make a report to the House and if the majority of the members of the 
House decide to change our report in certain respects 

Mr. Neogy. — Then it ceases to be the report of the Committee. 

Mr. Boy. — It becomes the report of the whole House. 

Mr. Neogy. — The House can formulate its own opinions and adopt 
certain resolutions on the strength of the report that we submit to them. 
If that is done by way of amending the report itself, then it ceases to be 
the report of the Committee. 

Mr. Bunion.- ~Y\mt is ju.st what tlie Madras Government has said. 

Mr. Boy. — The matter came up for discussion before the Presidents’ 
Conferoicc last eohi weather. This is an extract from their proceedings. 
As it is a confidential document I do not want it to come in in the pro- 
ceedings. 

ilfr. Burdon. — May I draw your attention to paragraph 7 of the memo- 
randum ? The information contained therein was obtained from the several 
provincial Governments this summer after we came up here. This contains 
merely stafemenls of fact. (Heads relevant portions dealing -with the pro- 
cedure in the jxrovineial Legislatui’es.) 

823. Chairman. — Now, lot us have your suggestions, Mr. Neogy. 

Mr. Neogy. — I am not in a position just now to make any specific 
proposal but I see some difficulties in the way of accepting Mr. Roy's 
proposal because what I find is this. A select committee is charged with 
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the duty of exaraiiiiiig a particular bill and then making a report regarding 
the various ways in Avhieh it ought to be amended. The duty of this eom- 
mitlee is to bring to the notice of the Assembly certain irregularities. 
Having done that, I think it is not right that the Assembly should be called 
upon to adopt the report or do anything of the kind because there is another 
specific thing that is placed before the Assembly in connection with thi.s 
report, and that is the demand for regularisation of the excess grants. 
So that there is a specific thing that comes before the Assembly. It is 
up to tb.e ^Issembly to agree to' those excess grants being passed or not by a 
specific A’ote Avhich +he Assembly can give so far as the excess grants are 
concerned. With regard to the report itself, I think if a general discussion 
is alloAA’cd after the motion is made that the report be taken into considera- 
tion,— I think that Avould be enough for the purpose of allowing the 
Assembly an opportunity to express its opinion on the issues raised by 
the Committee itself in its report. But apart from that, if there are any 
recommendations which arise out of the report and which the Assembly 
AA'ants specifically to make to the Government apart from the question of 
those excess votes — certain questions may relate expressly to the excess votes 
and of course the Assembly aauII have an opportunity of voting on that 
matter — ^but certain other matters arising out of the report will not relate 
to exces.s votes, and Avith regard to those matters, if the Assembly does thinlc 
that any specific recommendation should be made either in agreement Avith 
the Committee’s report or not, I thinlc the procedure should be to enable the 
Assembly to record such resolution. This particular motion that the report 
be taken into consideration is made and there is a general discussion and 
then certain specific lesolutions may be moved just to focus the attention of 
the Assembly on certain specific matters which do not relate to excess votes 
and AA^hich may arise out of the report. I do not think it right to allow the 
Assembly to amend the report of the Committee. The Assembly may adopt 
certain resolutions sj)eeifically on the basis of the report either in agree- 
ment with the Committee’s report or othei’Avise. But I do not Avant that 
the Assembly should mutilate the report of the Commitee. 

Chairman . — You think there may be a list of resolutions of Avhich 
notice may bo given arising out of the report ? 

Mr. Neogy. — Yes. 

Chairman . — That might surely lead to a very lengthy discussion ? 

Mr. Neogy . — That cannot be helped. 

Mr. Burdon . — T am not sure if Mr. Neogy has been thinking of what 
has actually been done in the past. For example. Mr. Neogy himself has 
picked out of the report of the Public Accounts Committee particular 
items, such as those relating to salt. 

Mr. Neogy . — That was done in pursuance of the general provisions 
relating to resolulions. I am here thinking of a special procedure. Wlicn 
A’ou make a motion that the report be taken into consideration and that 
motion is carried, then follow a few specific resolutions bearing on the report 
but which do not arise specifically mth reference to the demands for excess 
grants. 

Chairman . — Having regard) to the limited time of the Assembly, 
supposing we had tabled 12 I’esolutions on specific subjects arising out 
of the report, you might have enough business for the whole session. 
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Mr. Neogy. — So far as tlie question of time is concern ocl, that does 
not at all affect my proposal. 

Cliairmcni. — We have to consider whether it will be practicable 
having regard to the limited time at the disposal of the Assembly. 

Mr. Neogy. — That does not touch the merits of my proposal. By 
making an exception in the ease of excess votes, you will get rid of many 
questions which directly arise in connection with the excess votes. The 
resolutions may be confined to matters on which the Assembly will not 
have an opportunity of voting specifically in connection with excess votes 
and that excludes a certain class of questions. 

Mr. Boy. — Then what happens to the report ? 

Mr. Neogy. — It is there. As I have said, I have not given this question 
as much thought as I .should but this is my tentative view. 

Chairman. — am afraid Avhen you consider the practical application 
of your pi’oposal you will find yourself confronted with the extreme 
difficulty of providing sufficient time. 

Mr. Neogy. — I think it would be better if you were to take up the 
report of a particular year and then just envisage to yourselves how 
many resohitions could there possibly be apart from the excess votes. 

Chairman. — That would no doubt be ver}^ useful, but for the moment 
I should like to question the other members first. What I am trying 
to get at is the general opinion of this Committee. We are not coming 
to a final conclusion to-day, 

Mr. Neogy. — I maj^ revise my opinion hereafter in the light of 
observations that may be made. 

82-1. Chairman. — Mr. Shervani can you now tell us what you think ? 

Mr. Shervani. — ^My own idea is this. The duty of the Public 
Accounts Committee is to sciuitinise the detailed worldng of the different 
departments and I would not like every year to go to the Assembly and 
get its approval or disapproval to the detailed working of the departments. 
I do not want the executive to be hampered by the legislature to that 
extent and therefore I would not like the legislature to pass its opinion 
on the working of the departments and the control of the executive over 
the departments eveiy year by way of censure or otherwise. Therefore 
T would not like the adoiDtion of the report by the Assembly. 

825. Chairman. — Thank you Mr, Sheiwani. Mr. Abdul Matin 
Chaudury ? 

Mr. Ahdn-l Maiin Chaudlwry. — I think I shall be satisfied if we 
formally discuss the report in the days that are set apart for the discussion 
of the report by the House, just as we do in the case of the general budget 
discussion, with no votes taken nor amendments moved. 

826. Chairman. — That is very clear and definite, thanlc 3 'oa. Colonel 
Oidney ? 

Colonel Oidney. — I consider that it will be sufficient if the report of 
the Committee is submitted for consideration and not for adoption 
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because if you put it doAvu for adoption you Avill give the Assembly an 
opportunity of general discussion Avhich will be impracticable from the 
point of view of time. 

If?-. Neogy. — Even then the consideration will take some time. 

Colonel Gidney. — I do not think that it is practical politics to put it 
down for adoption. We as representatiA'es of the Assembly have been 
given power to come to certain conclusions on the appropriation accounts 
and the Assembly should accept our report. 

Chairman. — If the i\ssemb]y thought that the Public Accounts 
Committee was not doing its duty properly, then on a motion that the 
rd^^drt be taken into consideration some member may move an amendment 
that special steps be taken to appoint a ncAv committee. 

Mr. Neogy. — It will give the Assemblj’’ an opportunity to say Avhether 
they have confidence in the Public Accounts Committee. 

Chairman. — If the motion for consideration is defeated, then it will 
be tantamount to a censure on the Public Accounts Committee. 

j¥r. Neogy . — ^Yes. 

827. Chairman. — ^Mr. Das. What have you to say ? 

Mr. Das. — I generally agree with the view of hlr. Neogy. I want 
the Assembly do discuss the report so that both the Government and the- 
future Public Accounts Committee may bo guided in their work. As 
regards the point about time you can amend the rule and provide one day 
or two days for the discussion of the report. 

Chairman. — Do you agree with Mr. Neog}’’ that the discussion should 
really take the form of moving definite specific resolutions of which 
notice has previously been given ? 

Mr. Das. — If there arc any amendments or suggestions they can 
come up in the form of resolutions. 

Mr. Ahdul Matin Chaudhnry. — Without putting it in the form of a 
resolution can you not raise it in the general discussion itself s 

Mr. Neogy. — ^j\Iay I add a word to what I have already said ? First 
of all, let us consider the question of procedure. The first motion to be 
made is that the report be taken into consideration. That is jjassed. 
Then you make motions with regard to excess grants. Those are either 
passed or not passed. Then, if any subject remains over and if any 
member has given notice of any resolution, it Avill be for the President 
to see whether any of those resolutions ' have already been covered by 
the discussion on the excess ■ grants .specifically.' If they have not been, 
then these specific resolutions wdll be taken up and they will be treated 
just like ordinary resolutions. 

_ Chairman. — ^You will agree, Mr. Neogy, that the procedure we may 
decide upon must for the time being be experimental and it must be 
allowed to develop as experience is gained. Don’t you think, to start 
■mth, as has been suggested, a discussion like the general discussion on 
the budget would give members a really much greater chance of 
ventilating a number of points than if you tie them down to particular 
resolutions ? 
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Mr. Neogy. — ^We can imagine questions of first rate importance -^'liicli 
maj^ be contained in the Report of the Public Accounts Committee^ and 
nhich the Assembly might like to reinforce with a specific vote. That 
is what I am thinking of and which may not directly arise in connection 
with the excess votes. 

Chainmn.— The diffieidty is this. No one has suggested more than 
one or two days time at the' utmost for this discussion. Within that 
time could you deal adequately with all the points that may be raised 1 

Mr. Neogy. — ^Tf yo\i fix a time limit it will be for the Assembly to 
choose as to Iioav they will utilise their time just as what happens in the . ^ 
case of the budget discussion on demands for grants. It is the lookoiit'-'-' 
of the Assembly. < 

Mr. Das. — I have no fear of the Assembly throwing out 'a motion 
that the report be taken into consideration. We happen to be elected 
by the members of the Assembly and under the present system of Govern- 
ment nomination and each party electing its own members on the Com- 
mittee, there is no fear that at any time the Assembly will throw out the 
motion at the consideration stage. 

Jlfr. Boy. — ^Is not a bill recommended by the >Seleet Committee thrown 
out by the Assembly ? What is the difterence between the two ? 

Mr. Das. — ^We have examined the accounts in detail. Let the 
Assembly go into a committee like the House of Commons. 

Mr, Neogy. — I want to distinguish between the position of the 
ordinary Select Committee and this Committee. The Select Committee is 
entirely the creature of the Assemblj’- and this is not a creature of the 
Assembly in the sense that it is a statutory body. It does not lie witli 
the Assembly either to appoint it or not. 

Mr. Burton. — It is a crcatpre of the Legislative Rules. 

828. Chairman. — ^Will you now tell us what you think ; Kumar 
Ganganand Sinha, 

Kiimar Ganganand Sinha. — I haye not given the matter as much 
thought as I should have lilmd as yet, but I am going to go through it in 
great detail. At present I am inclined entirely to endorse the suggestion 
that has been made by Mr. Neogy in this connection because that meets 
all the difficulties that I have concerning the matter, and that will be 
a very good procedure to adopt. 

829. Chairman'. — Thank you. Mr. Mitra ? 

ilTr. MUra.—Ns, you wanted, we could not consult our party and 
being the whip of the party I have a special responsibility in the 
matter. ‘But if you desire, I can give you my personal opinion. I 
agree to the procedure suggested in the memorandum of the Finance 
Department. I do not fully agree witli Mr. Neogy. According to the 
procedure that he has suggested, after the discussion it looks jTs if the 
Government may not take any notice whatever. Tlie Government must 
. show what .steps they have taken in the matter and I do not like to 
dispense tvith the latter thing as it is done now. 

GovemmraT?'^’^'”^^^^^ talking now of the disposal by the executive 
H62CPBFin 
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Mr. Miirci. — I want tlip esceritive Govei-nnient to say soraetliiiig. 

Chairman. — That is vory clearly covered by this memorandum. 

Mr. Mitra. — ^Apart from, the reply of the Finance Member I want 
that the whole Government should give their opinion. 

Chairman. — ^Yoa rvant a Government resolution ? You do not agree 
with the suggestion that the Government resolution should no longer be 
required ? 

Mr. Mitra. — ^Yes. 

830. Chairman. — ^^Vill you give us your view, Maulvi Mohammad 
Yalaib ? 

Mo.iilvi Mohammad Yaknh. — think tliere should be a motloti for 
consideration and on that motion anj”^ recommendations or any suggestions 
which the members of tlic Assembly wish to make about tlie report of 
the working of this Committee can be embodied iji their speeches and of 
course it will be for the members of this Committee as well as for the 
Government to take those recommendations or suggestions into con- 
sideration. I am unwilling to agree either with Mr. Neogy or wdth 
j\Ir. Eoj"- that any amendments should be made or that any resolutions 
should be tabled. In fact, I do not see how before the report is taken 
into consideration and all the points have been brought out before the 
Assembly any member can table any resolution. If any resolution can 
be tabled, it can only be done after there has been discussion in the 
Assembly and all the irajjortant jjoints have come to light. 

Chairman ; I am grateful to members for expressing their opinions. 
Of course, everj’-body is entitled to alter his opinion. As I said at the 
beginning we are not going to ariuvc at our final recommendation to-day 
but it has done something to clear our minds. I do want to make one thing 
clear because some ci’iticisms have appeared in the iiress about this memo- 
randum. It is the desire of the Government to give every facility for 
elieetive discussion of tlio Public Accounts Committee’s Keport. Wt; attach 
great importance to the Public Accounts Committee, and speaking for myself 
and on behalf of Government, I shall do eveiy thing that I possibly can 
to facilitate the discussion on the Public Accounts Committee’s Report and 
to see that the Committee’s recommendations are given full effect to. And 
of course the more we can get an expression of public opinion on these 
reeemmendations the better guide we shall have as to the line of action to 
take. "We thoroughly desire to open the door to useful discussion on the 
subject. I thinlv myself, as I said earlier, that on a matter like this we 
shall have to feel our wmy. The procedure can be allowed to develop 
according to experience ; therefore any decision taken now need not neces- 
sarily be regarded as a final decision. My own idea at present is — I am 
entitled to alter it just as any other member is — to have a discussion on 
a motion that the report be taken into consideration and provide facilities 
for the sort of discussion wdiich the genei*al discussion on the budget pro- 
vides. That will at any rate to start with be our best line to take, I mean 
we .shall get a lot of experience from .seeing how that discussion goes. I 
believe myself that that will be the best practical measure to take to start 
with. But we will disemss this matter again and I am anxious that mem- 
bers of the various parties present here should discuss it with their party 
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leaders, so that ■wlien we come to put down what our own recommendations 
as a Committee are we shall be able to have a discussion at which I can feel 
that we have before us a really representative expression of opinion. 

Ma%ilvi Mohammad YaJcuh : Now that our report is not to be signed 
on the 31st we can meet some time when the Assembly is sitting. 

Chairman : For this reason alone I have come to the conclusion that 
we must wait and I cannot sign it on the 31st. 

Maulvi Mohammad YaJmb : After the debate is concluded on the 
report the Finance Member should give a reply explaining what recom- 
mendations the Government are adopting, or something like that. 

Chairman : Yes ; obviously it will be appropriate for the Finance Mem- 
her to reply. 

Mr. Boy : Do you vdsh to ask the Legislative Assembly to express 
their opinion on any changes we propose to make in connection with the 
discussion of the report ? 

Chairman : WeU, it is Very difficult to get the Legislative Assembly 
as a whole to express an opinion. 

Mr. Boy : You can put a formal motion. 

Chairman : I should like to consider that. As I have said, what I 
want to get at is the opinion of the Legislative Assembly. 

Mr. Boy : I have no doubt of that. We are very much divided 
upon this and my advice is to give an opportunity to the Assembly on a 
formal motion. 

Chairman : I will certainly take that into consideration. We have to 
strike a balance between, on the one hand, focussing discussion on certain 
points and, on the other hand, getting a wide general view of the opinion 
of the House. Sir Frederic Gauntlett has quoted to us an old England 
nursery rhyme about a stick beat dog — dog bite cat — and so on or some- 
thing to that effect. I think that has been quite a useful guide in many 
cases. One thing we do want to avoid I think is the danger by suggesting 
definite resolutions of making the Assembly do the task of the Public 
Accounts Committee. What we want the Assembly to do is to say to the 
Public Accounts Committee, “ we want you to concentrate on this or that 
particular line of work ”. For then it is not necessary that the Assembly 
should amend the Report of the Public Accounts Committee or pass its OAvn 
definite resolutions. I think we want to get from the Assembly a general 
expression of their opinion so that the Public Accounts Committee and the 
Government may learn from that discussion the points to which public 
opinion attaches most importance. I think that is the way to look at it 
but we shall discuss the subject again. 

Mr. Das : I would ask you to ask the Auditor General if he has any 
suggestions for the discussion. 

Mr. Burdon : 1 thinlc the point on which Sir Frederic Gauntlett’s 
opinion will be most valuable is in regard to the treatment of the Public 
Accounts Committee’s Report by the Executive Government.’ Because 
after all one of the principal’ functions of the Auditor General’ is to see 
that recommendations are given effect to or that something is done about 
them. It Ls for the Auditor General to say whether he thinks the most 
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effective procedure so far as he is concerned is for the GoVei’nnient of India 
to issue an oninibus resolution as at present, waiting for the preparation 
of that resolution until decisions have been arrived at in regard to the 
Ijrincipal cases, or whether it would suit him better if as soon as decisions 
had been arrived at in individual cases those decisions were communicated 
to the authorities concerned. 

Chairman : I should like to hear what Sir Frederic Gauntlett has to 
say with regard to that. 

Sir Frederic Gauntlett : If I may start. Sir, with the procedure before 
the Legislative Assembly. I take it that all that happens in England is 
that there is a motion that the report be taken into consideration, and then 
that motion is adopted, that is, the report is taken into consideration. It 
is not the report itself which is adopted, it is the motion which is adopted ; 
that is, the Government is then free to take the report into consideration. 
In fact that has never been refused to the Government in England. It 
is brought to notice that on one or two occasions the motion that the report 
be taken into consideration has been withdrawn. That has had no effect 
whatever upon the Executive Government. The Executive Government 
has taken the report into consideration and given just as much weight to 
it in the years when the motion was wittdrawn as in the years when the 
motion was adopted. The second point that emerges I think is, I know 
of no ease in which the English Parliament has ever attempted to amend a 
report of the Public Accounts Committee. I suggest that any procedure 
which would indicate that the Public Accounts Committee would acquiesce 
in the amendment or alteration of its report by the Legislative Assembly 
would not be acceptable to this Committee as a Public Accounts Com- 
mittee. It would be introducing an entirely new precedent and I suggest 
that it is an unnecessary and undesirable precedent. Beyond that I think 
the views which you, Mr. Chairman, have expressed are certainly the most 
suitable for the 'present. It has been suggested that the procedure should 
come under the discussion of the Legislative Assembly. I agree that that 
is most desirable. At the same time I think that probably the simplest 
method of bringing it under discussion will be to introduce a tentative pro- 
cedure and ask the Legislative Assembly to take that up as one of the 
points for discussion when the report comes under consideration. It seems 
to me that that would be a matter which could perfectly legitimately be 
raised ■when the motion is moved that the report be taken into considera- 
tion. 


With regard to the point that Mr. Burdon has raised, I certainly agree 
that it is preferable from our point of view that individual matters should 
be taken up and settled as promptly as possible. In fact that is Avhat has 
to be done whether a resolution is brought together and issued or whether 
it is not so issued. The resolution is merely a convenient statement of the 
decisions of the Government of India or a statement of the line of action 
they propose to take in order to bring a particular point to decision. I 
suggest that what is really necessary is the issue as promptly as possible 
of the decision on each particular ease. I submit that for the rest the state- 
ment of intention can be expressed most clearly and most appropriately 
in the statement which is presented to the next Public Aceotints Committee. 
The existing procedure should be followed, whereby eaeli imjDortant point 
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TVif’ence tal^en at tlie eigMeentli meeting of tlie Public Accoimte 
Oomm^e held on Satoday, the 24th Angust 1929, at 

2-30 p.m. 




Present : 

(1') The lloirble Sir Geoege Schuster. 

(2) Mr. T. A. K. Shervanl 

(3) Mr. B. Das. 

(4) Mr. S. C. Mitra. 

(5) Kumar Ganganand Sinha. 

(6) ]\rr. K. C. Neoqt. 

(T) hlaulvi IMohahmad Yakub. 

(8) Mr. K. C. Eot. 

(9) Lt.-Col. H. A. J. Gidnea-. 

(10) Sir Frederic Gauntlett, Auditor General. 

(11 ) I\Ir. J. E. C. Jukes,. Controller of Civil Accounts. ^ 

(12) Sir. A. G. Barr, Director of Army Audit. J 

(13) Sir. B. Nehru, Deputy Auditor Genei'al. 

Sir. E. Burdok, Financial Secretary. 

Sir, A. F. L. Brayne, Financial Advisor, Slilitary 
Finance. 


Chairman. 


Lt.-Col. S. G. Y. 
General. 


Eluis, Slilitarv Accountant 


H. L. LmxGSTONE, Deputy Financial 
Militarv Finance. 


Adviser. 


Memlcrs. 


\ 


Were also 
present. 


Witnesses. 


Grant 94 — Loans and Advances hearing interest — contd. 

831. Chairman . — ^Have you looked up the case of the ProAuucial Loans 
Fund, Appendix YII. Could you tell us something about it ? 

Mr. Bnrdon. — 1 must first of all apologise to the Committee for not 
being able to reply to it this morning. The reason is that both the Budget 
Officer and I drew an incorrect inference from paragraph 3 of the Auditor 
GeneraPs memorandum. We assumed from what the Auditor General had 
said that the question of amending the Provincial Loans Fund Buies is 
under the consideration of the Government of India that he was satisfied 
■with that position. I must also express regret to Sir Frederic Gauntlett 
that I did not give him an opportunity of reviewing the statement in the 
first sentence of paragraph 3 of his memorandum — “ The Government of 
India originally decided Biat the advances on account of Bombay Develop- 
ment were for expenditure classed as non-productive.” That is not in 
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aceordanee witli the position as ascertained from our records. The position 
is that these advances on account of the Bombay Development Department 
■\vo.ie taken before the Provincial Loans Fund came into existence and the 
rate of interest charged was the standard rate of interest. It was then 
in connection with some correspondence which came up in dealing with 
certain other matters that the Finance Department issued a request to the 
Accountant General, Bombay, asking him to say whether these schemes 
satisfied the test of productivity. As a matter of fact it was really 
for the Finance Department to decide it. The Bombay Government came 
up and pointed out that these loans were taken for schemes which were 
only embarked upon because they were expected to be productive and that 
the rate of interest had been fixed from a date before the Provincial Loans 
Fund came into existence and it was then decided by the Government of 
India and the Finance Department that it would not be equitable to 
enhance the rate of interest at that late stage. 

Ckairinan . — Merely because the schemes themselves had not begun to 
pay ? 

Mr. Biirdon. — ^Yes. 

Sir Frederic Gannilett . — I think the Finance Department accepted 
the Anew that the schemes were unproductive and were to be regarded as 
unimoduclivo btit they held the view that at that time the rate of interest 
Avas not to be changed. 

Chairman . — The whole incident is instructive. As a matter of fact I 
personally did not quite agree 'noth that way of defining what is productive 
and improduetivc. I regard this Avhole question of haAdng a highe]’ rate 
of interest for a so-called unprodueth^e scheme as being justified as a 
deterrent, to put the borrower otf when he comes and asks for a loan. When 
he says “ I want money to build expensiA’e GoA’^ernment offices ” and the 
Government of India says “ Ton can have it but we shall charge you a 
higher rale of interest ” it makes him pause. When once a thing stai’ts and 
docs not give a commercial return later on, I thinlc it is A^ery hard for the 
Goverjiiiient of India to say “ Tour scheme is a failure. I will charge 
you more interest now.” It makes the task of the Government taking the 
loan still more difiicult and it serves no useful purpose. To my mind we 
must make the borroAver think whether it is worth while to have this money 
at a higher rate of interest. 

Sir Frederic Gauntlett . — It Avould make our task very much moi’e 
simple if there Avere a definite decision like that. This question of checking 
the projects in order to see whether they are productive or unproductive 
is a very difiicult task for the Audit Department. 

Chairman . — ^At the Conference of Finance Members, I came to realise 
the illogical nature of these provisions. 

■ Sir Frederic GaunfleH.—We look at it from the point of 'meAV of 
the interpretation of the rules. I am pretty certain that our view has 
been placed before the Government of India on several occasions and up 
to the present it has been accepted. 

Chairman . — ^You are right in the interpretation of the rules as they 
stand. That is one of the reasons why we are getting out these neAv ]>ro- 
posals. 
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Sir Frederic Gauntleft . — The changes that are suggested would 
simplify our work enormously and I quite agree that that would not make 
the problem more extravagant than it is at present. 

Separation of Audit from Accounts. 

Sir Frederic Gaunilett . — I should like to make a statement about the 
separation of audit from accounts. The conception of the scheme -was in 
no way my own. It was introduced directly at the instance of Sir Basil 
Blackett and I acquiesced warmly in the experiment. At the same time I 
apprehended considerable difficulties in the way and being of a conservative 
nature 1 suggested that if they place money at my disposal I could do 
better work with it than if it Avas spent on the scheme under consideration. 
The tAVO main points on which I based my apprehensions Avere first of all 
that Are should lose the remarkable tradition aa-’b have of incorruptibility 
in our big centralised accounts offices and also that there Avould be less 
opportunity for training of clerks in a specialised Avork if the big office was 
split up, as Avas contemplated, into scAmral smaller offices. I might say 
that those apprehensions so far have certainly not been justified. It is true 
that at present most of the men AA*orking in the Pay and Accounts Offices 
are men aa'Iio come from the preA'ious civil offices and have carried their 
traditions AA'ith them and liave not lost them. At the same time I haA’^e no 
reason AvIiateA^er to suspect tliat my apprehension in tliat respect aadII be 
found correct. "VVith regard to the training, I think that it is quite possible 
to obtain in a Pay and Accounts Office training .sufficient for the A\wk of 
the office. A^Tiether the training in one particular Pay and Accounts Office 
would 'be .sufficient for the training to do the AA’ork at the headquarters is a 
point which may need fuither consideration. On the other hand, the 
advantages AA-hicli have been gained to my mind are very definite indeed. 
It has been possible under separation to introduce a much more drastic 
cheek in the Pay and Accounts Offices than aaaos ever possible in a central 
accounting office. Tlie great change is in the payment of most of the ex- 
penditure by cheque from lieadquarters after a preliminary scrutiny. 
Noav, it AA’ould never have been pos.sible to introduce that change in centra- 
lised offices. The further point is that the knowledge of the departments 
of their expenditure is A'ery much closer and A^ery much up to date than it 
ever Avas in a provincial office. In fact there are uoav experiments going 
on to get the figures compiled — that is of the expenditure wffiieh is passed 
from headquarters — ^Avithin a Aveek after actual expenditure has been 
incurred or the cheques haA'e been issued, so that the officers AA'ould then 
be in a position to knoAV the progress of the expenditure almost AA'ilhin a 
AAcek. That is a eliange AA'liieh aa^c could neA^er haA^e introduced AA'itli tlie 
same promptitude in a big central office. With regard to the efficiency 
with Avliich the Pay and Accounts Officers are Avorking I see A^^ery little 
difference so far betAveen that efficiency and the efficienej’’ AAuth Avhich the 
Avork used to be done in our oaaui offices. With regard to audit, I sec that 
the benefit is less in the ease of the cml offices than in the ease of the 
Army and the Raihvays and I attribute it simply to the fact that there 
is much loss to be found out. The general scale of efficiency and regularity 
is on the Avhole greater in the case of the cml than it is in the case of 
llailAA'ays and I think on the AAdiole in the case of the Army. Where large 
indiAudual transactions have to be dealt AAUth as is the ease in the Army and 
in the PailAA^ays, I am coimnCed that the separation has enabled audit to 
concentrate on bigger matters and "to effect much more radical improve- 
ments. t knoAv nothing has clarified more clearly the conception of accounts 
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211(1 aiidii than sepal'ati oil. Before this the confusion between the func- 
tions of the An(iit OfSeer and the ofiieer exercising financial control iras in- 
describable. ^ It has^ taken years even to go through the masses of rules and 
attempt to ditferentiate between those which mean financial control and those 
which mean audit and accounting. Sir Austen Hadow I’eferred to a 
function of audit which is not a function of audit at all. I am perfectly 
certain that that has been made much clearer by separation and that the 
separation has led to a much truer conception of the position of audit 
and much greater appreciation of the value of audit than before. It is 
perfeetlj' true that when the experiment started I thought it would have 
been possible in a big central office of audit and accounts to have continued 
the mechanical accounting, and then to impose a super check within the 
oflice. In fact, we are still attempting experiments of that sort in those 
offices I’diich have not been separated. In practice, I am certain that the 
results cannot be as efficacious as where the two functions are radically 
separate. There is only one further point I would like to make and that 
is that in my early trips throughout India I have found practically every 
local government veiy eonceriiecl udth the difficulty of the reconciliation of 
the departmentah accounts with the accounts of our offices which have 
to be regarded as the final accounts. Some provinces had abandoned it and 
had to start it again and in several provinces the difficulty has been so 
acute that they have asked whether the system could not be given up 
altogether. I said there are only two alternatives. One is to accept my 
figures which I know are often inaccurate and the other is to have your 
separation when you will be responsible for the checldng of your compila- 
tion and we shall impose an outside check and to my certain knowledge 
many of the provinces would have accepted the separation but for the 
fact of the expenditure ineuiTcd. That is all I have to say on the subject. 

C,h<tirman . — Thank you for your statement. 

Eeport of tub Military Accounts Committee. 

Chairman . — Can you, Sir Frederic, call our special attention to any 
point 1 

S:)2. Sir Frederic Gawdleti . — I think the point in which the Committee 
would be generally interested is the question of stabilising the budget. 
Mr. Brayne woulcl explain the lines on which that budget would be dravra 
up and the extent to which it invoB’es any relaxation of financial control. 

Ilr. Brayne . — Shall I go in some detail as to how we frame the budget 
and how the actual .stabilisation has affected the method of the jireparation 
of the budget. 

Chairman . — The point that has been raised is whether the existence of 
this so-called stabilised budget has involved any relaxation of financial 
control. 

Mr. Brayne.— One main result of this stabilised budget has been this 
that while in the past the ju'incipal staff officers such as the Q. M. G., A. G., 
etc., were always, in theory, responsible for the preparation of their budget 
and for watching the progress of expenditure throughout the year, now 
that the stabilised budget allows them to spend on the improvement of 

equipment of army auy gap that there may be between the actual 
cost of maintaining the forces and the sum of 55 erores and 10 lakhs, they 
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sre naturallj^ very keen to secure savings. In tlie_ first place, they take 
care not to over-estimate their expenditure because if they do so then pro 
ianio so much less money is available for the purchase of equipment. 
j?ilso during the course of the year they are very anxious to watch the 
progress of expenditure in order that if any savings appear to be probable 
or certain, those savings might be used for further expenditure on improv- 
ing the efQciency of the army. The result is that they take very great 
care in compiling tlieir data for the framing of the budget for which they 
now take a sort of corporate responsibility. Each principal staff officer 
prepares his budget and then they all meet together and determine what 
the estimates really ought to be. Tliat is how they could secure this year 
2 erores for equipment and mechanisation and for various other things to 
improve the efficiency of the Army. But throughout this there is absolutely 
no relaxation of financial control. Everything which the principal staff 
officers determine in conclave has to obtain financial concurrence or the 
concurrence of the Secretary of State in exactly the same way as it did in 
the past, and the Finance Department arc particularly careful in keeping 
a check over the growth of recurring expenditure. 

Chairman . — Perhaps you might say something about the effect of the 
arrangement on the elforts of the Army vdthin itself to effect economies " 

Mr. Brayne . — It has done a very great deal. Everybody from top to 
bottom in the Army tries to effect economy in every possible way. One 
example has been referred to in the Committee’s report, namely the ques- 
tion of rations. We, in the Finance Department held that the scale of 
rations was rather too high, but we w’ere unable to reduce the amount. 
We did press the point time and again but the medical authorities 
always said that the men must have a certain scale of rations. Now the 
military authorities have realised that economy can be effected without 
diminishing the food value of the rations. That is to say, instead of issuing 
800 I’ations for 800 men they issue for a lesser number just as hotels would 
do. What they do now is to underdraw rations, by estimating every day 
what is the actual number of men likely to be present. Lots of men, for 
example, do not take their full rations on pay day ; they have some meals 
outside. So their rations Avould haA’e been wasted if they ■wei'e drawn. 
The amount so saved by underdrawing rations is at the end of the month 
divided — half goes to Government and half to Unit funds which fund is 
used for improving the food supjih’- in other ways. This example shows 
the trend of economy. 

Another example is the saddlery or a set of harne.ss in a battery. There 
is a certain life fixed for such articles — say 8 years. At the end of 8 years 
it is probable that the Commanding Officer would say “ I want my unit 
as smart as possible ; let us now have new saddlery ”. Now they do not 
do it but make it last for another two or three years. Those are two little 
ways in which a great deal has been done. 

Another direction in which the new system has led to economy is that, - 
supposing, at the end of the year, the military authorities find a certain 
amount of money available which can be spent on particular objects ; if 
they are not immediately in need of those things, they put the money in the 
suspense account and draw upon it in the following year. Thus spending 
in a hurry is avoided and the programme of expenditure can be easily 
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carried on from one year to another, instead of being ebnfined to one budget 
year. 

83u. Colonel Gidney. — ^Have you got a watching committee over this ? 

Mi\ Braync. The Principal Staff Officers themselves watch progress. 
There is no finance committee as such. I have got a Deputy Financial 
Adviser in every branch who is in close touch with ewerything that goes 
on. We have a meeting once a montli in which we remew the working of 
the system. 

834. Colonel Gidney. — Could you tell me who are the Armv Stores 
Officers ? 

Mr. Braync. — They are officers of the Indian Army Service Corps. 

Colonel &dncy. — From the business point of view, I think the Stores 
Department is a purely business department. 

Mr. Brayne., — ^Ycs ; of course you mu,st also include ordnance stores and 
the Indian Arm}" Ordnance Corps. 

Colonel Gidney. — Have you any tjualifieations for these officers 
prescribed ? 

Idv. Braync. — I do not know what exact qualifications they require ; 
that is an administrative matter. These officers are selected from the 
Army and given special training. They have also to attend courses and 
pass certain examinations. A certain number of them also go every year 
to the London School of Economics to improve their knowledge. 

Colonel Gidney. — I think I am right in saying that these officers for 
years are of no use from a business point of view. 

Mr. Brayne. — They may not have got a so-called business training but 
the}’ have got the necessary experience of army organisation and methods 
of supply. Of course, you should remember that the vast bulk of the 
purchases are made centrally by the Controller of Contracts, a highly 
specialised organisation. 

835. Colonel Gidney. — The other question I wish to ask you is in con- 
nection with the relations between the Army Stores Department and the 
Indian Stores Department. Have you placed greater ordens this year 
than last year with the Indian Stores Department ? 

Mr. Brayne. — I could not say that. 

Colonel Gidney. — ^Would you be prepared to give the orders to the 
Indian Stores Department if they said they would be able to .supply you 
V'ith your requirements ? 

Mr. Brayne. — I cannot very well answer that question ; it is an admin- 
istrative matter ; it is a que.stion of Army policy. 

Mr. Burdon. — The general position i.s this. The Army has got its own 
purchasing organisation in the shape of the Controller of Contracts. But 
there are certain large classes of stores which are bought through the Indian 
Stores Department. For instance, all textiles and army clothing and also 
coal and certain engineer’s .stores which includes steel, are bought through 
the Indian Stores Department. What the army buys itself is mainly articles 
of food and forage ; these are things which the Indian Stores Department 
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declines to touch. Also war-like munitions which are manufactured in 
.special factories are purchased by the army authorities themselves. 

Chairman. — As, this committee is contemplating to malve a recom- 
miendation about the Indian Stores Department. I am sure that all mem- 
bers would be very glad if we could get from the Army a Memorandum 
of their policy as regards stores and their relations with the Indian Stores 
Department. If we want any further information that is not provided 
in that Memorandum, we can ask for it. What we want to know is whether 
Ihe army could increase their purchases through the Indian Stores Depart- 
ment. What objection have they to have the maximum amount of business 
done through the Indian Stores Department so as to give that department 
a chance of buying ? 

Mr. Brayiie. — I Icnow General Atldnson has this matter always under 
consideration. 

Chairman. — I think if we can have from the Army Department before 
the end of next week a Memorandum on that subject it will be of great 
value to this committee. 

836. Mr. Boy. — ^Do you regard the present grant of 55 crores and 10 
lakhs as a contract grant ? 

Chairman. — I do not think that is a proper question to put to 
Mr. Brayne. 

Mr. Brayne. — The actual term rased ofScially is ' stabilised budget 
That is the proper term. But we talk in the department about ' contract ’ 
merely a.s a useful and easie’’ expression. 

Chairman. — I do not go further than this. Tlie Government of India 
has expressed the intention that provided conditions do not radically alter, 
fhey will provide that sum of money. 

ilfr. Neoyy. — Is this system mpported by usage in any other country 
in the world ? 

Mr. Brayne. — I think it was in vogue in Germany before the war. 

Chairman. — In Germany they jaassed a five year nary loan and a five 
year army loan for the purpose of carrying it out. But this is not an exact 
parallel, but the underlying idea is very much the same. 

Mr. Shervani. — Is this stalnlisation for five years ? 

Jlr Brayne. — Pour years. 

Chairman. — It has two more years to run. I promise I will give you 
a fulbacount of our future nrosjiects in connection with the budget proposals 
t)his year. 

83/. Mr. Boy. — You are a member of the military council ? 

Mr. Brayne. — Yes. 

Mr. Boy. — ^You correspond to the position of the Financial Seeretar.y to 
the War Office in England V 
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Mr. Brayne . — ^Yes/ 

Mr. Boy. I — ^You exercise your function on behalf of the Honourable 
Member of the Government of India in charge' of Finance ? 

Mr. Brayne. — ^Yes. 

Mr. Boy. — ^Do you consider that youi’ control of expenditure is in- 
adequate ? 

Mr. Burdon. — The Financial Adviser does not hold the same position, 
as the Assistant Financial Secretary to the War Office. As a matter of fact 
that appointment has ceased to exist. 

Chairman. — The real thing vhich Mr. Roy wants is whether 
hlr. Brayne as Financial Adviser can exercise adequate control. 

31r. Biirdon. — Mr. Brayne does not correspond to the Financial Secre- 
tary to the War Office, hlr. Brayne re]:>resents the Treasury, but the 
Financial Secretary to the War Office is a War Office official. 

illr. Brayne. — The actual duties are probably much the same though 
exercised under different control. 

Chairman. — The question still remains,, whether Mr. Brajme still 
exei'cises adequate financial control. 

Mr. Boy. — ^Your terms of appointment are different. The Financial 
Secretary to the War Office is i-eally the Financial Ad^^ser. I want to- 
satisfy myself whether you consider that you have adequate powers to look 
after military expenditure of the Army Headquarters. 

Mr. Brayne. — I consider that I have no difficulty whatever in con- 
trolling exjienditure tliough the actual methods may be different at Home 
and in India. As to the power, there is no difficulty. 

Mr. Boy. — If the Army Council is treated as a statutory body, will it 
strengthen youi* position as we have got the Army Council in England ? 

Mr. Brayne. — I do not think it would. 

Mr. Boy. — You referred to the economy campaign. What is the result 
of hlr. Macleod’s researches ? 

illr. Brayne. — I thinli a verjr great deal has been done. Of com-se, it is 
very difficult at present to say how much reduction in expenditure has 
been reached though in certain definite directions like rations the result is 
known. I am satisfied that, in the Army Department, there is a very 
gonuiuo attempt towards economy. We have received every help from 
H. B. the Commander-in-Chief in this direction. 

'‘The analogy is properly with the Permanent Under Secretary of State at 
the War Office whose duties inter alia are stated as follows in the War Office List, 
1&29 

“Duties connected with his Office as Accounting Officer of Army Votes, 
Funds and Accounts. Control of Expenditure, and Financial Advice 
generally. Consideration and compilation of the Parliamentary 
Estimates. EevicAV of proposals for new expenditure, or for redistri- 
bution of the sums allotted to the different sub-heads of the Votes. 
Financial adjustments and relations with other Departments and 
Governments. Accounts and Audit. Non-effective Votes. Admin- 
istration of the Royal Army Phy Corps ". 
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838. Mr. Roy. — ^Do you consider the control which the Honourable 
finance Member exercises is quite full and rigorous ? 

Mr, Brayiie. — In virtue of his constitutional position he has ample 
powers. After all, the position is that if the Finance Department takes 
one view and the Army Department takes another view, the ultimate 
authority is the Governor General in Council. 

Colonel Gidney. — Can’t the Army Department press its point ? Sup- 
posing H. E. the Commander-in-Chief desires a thing to be done, but the 
finances of the country won’t permit that to be done, what happens ? 

Mr. Bray lie. — Supposing the proposal is to add to the strength of the 
Army for example. The Finance Department would probably take the 
view that the finances of the country could not afford it. There would 
then be a dift’erence of opinion between the Army Member and the Finance 
Member and the matter would have to be decided by the Governor General 
ni Council, 

839. Mr. Boy. — ^Are the Indian Army Service Corjjs modelled on the 
English Army Corps ? 

3Ir. Brayne. — The conditions of service and recruitment are more or 
less the same, I imagine. 

Colonel Gidoiey. — ^You have separated the Indian Army Corps from, the 
Royal Army Corps ? 

Mr, Brayne. — ^Tes. 

840. ilfj*. Boy. — The question of supplies to the Army has considerably 
improved since the office of Master General of Supply has been created ? 

Mr. Brayne. — ^Yes ; a recent enquiry seems to show that the Office of 
hlaster General of Ordnance is in many ways the best organised office 
at Army Headquarters. 

841. Colonel Gidney. — On the recruitment in India— I am taking the 
year under review, 1927-28 — certain Corps were established in India which, 
were made Indian Corps. There was a ne^v department made. You estab- 
lished those Corps on a certain basis of salary. Was that salary based on 
the domicile of the man recruited or was it purely based on the fact that he 
was once in the rank and file of the British Army ? I am talking of the 
soldier clerks in the Indian Army SerAuce Corps, in fact I am talking 
of the generic term. Unattached List. Was it based on that or was it based 
on special qualification ? 

Mr. Brayne . — The pay of the Indian Army Service Corps was Imscd 
on regimental pay with the addition of staff pay. It was higher than 
regimental pay and that is practically the present basis. They get regi- 
mental rates, ylns some form of Corps pay. 

Colonel Gidney. — I take it that the total increased rate of pay was 
added to the military budget in 1927-28 and this came to 20 lakhs inchiding 
pensionary charges ? 

Mr. Brayne . — It is possible that on an average it was Rs. 200 per head. 
I do not Imow how many officers there are. I am speaking of officers only. 
I am sorry if I misunderstood. 
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Colonel Gidney. — ^Is it a fact that a sergeant in the Indian Army Ser- 
vice Corps gets as allowance more pay than superior officers in the Indian 
raHwaj^'s V 

ilfr. Braxjne.—~1 think he gets about Ks. 325 and rises up to about 
Es. 1.100 as a Major. I cannot say what the railway rates are. 

842. Mr. Milra. — ^Why has the Army Department taken so much time 
to decide its attitude towards the Second Innes Committee Eeport ? 

Mr. Brmjne. — The questions as regards officers have been practically 
settled, except for two outstanding appointments. The Committee met in 
1926 and it recommended a reduction of 13 permanent officers and so far 
six have .been reduced and seven remain. That is as regards officers. 
Certain additions have been made owing to mechanisation in the Army and 
owing to the creation of the Master General of Supply Branch. The 
Innes C’ommittee also recommended an examination of Army lleadc{uarters 
clerical establishment. That examination was made by Sir. JTeseltine. 
There was some delay in starting this enquiry. Mr. Heseltine ^Yas not 
able to complete the whole of the Army Headquarters clerical establish- 
ment, but he laid down certain definite principles. When hir. Heseltine ’s 
report was finished, about 15 months ago, it was realised t.hat it was not 
complete and therefore an Officer of the Military Finance Department was 
lent to the Army Department to complete Mr. Heseltine ’s enquiry and also 
to re-examine certain points in it which were unacceptable to the Array 
authorities. That examination has just been finished with the exception 
of the Eoyal Air Force establishment. 

Mr. I>as. — ^Last year you told us that the Heseltine Eeport was to be 
placed before the Military Council ? 

Mr. Brayne. — It did not go before the Military Council as it W'as 
thought desirable first to complete the enquiry as the Heseltine Report was 
not complete. He only dealt with certain sections of Army Head(iuarters 
and laid down certain definite principles. 

Mr. Das. — Last year it was said : “ No official decisions have been 
arrived at on some of the recommendations. The report as a whole has 
still to be jtlaced before the Military Council. Some of the recommenda- 
tions have to be considered in the light of recommendations made by 
ilr. Hpseltine. These latter are under consideration ”. 

Mr. Brayne. — It is for His Excellency the Commander-in-Chief to say 
whether he desires this report to be placed before the Military Council 
before it comes up finally for the orders of Government. 

Mr, Das. — ^Last year you said : “ All of the recommendations of the 
•Second Tunes Committee, I think, have been carried into elfect except the 
cases of four officers which are to come before the Military Council. AU 
others have been accepted ”. Now you say seven still remain. 

Mr. Brayne. — At that time, I thought it was four._ Now we have re- 
vieYYed the whole question and seven still remain. I think the Junes Com- 
mittee recommended 13 permanent reductions of which six have been 
carried out and seven remain. There was some confusion betw^een reduc- 
tions of temporary and permanent appointments which i^robably accounts 
for tlie discrepancy. 

?/r. Mitra. — How many officers have been added owing to mechanisa- 
tion ? 
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2Jr. Brmjne. — TJiey have added altogether 12 new officers owing to 
mechanisation and also in connection -with the new organisation of the 
master General of Ordnance and other purposes. The Innes Committee 
took into account the Master General of Supply, hut the organisation was 
not then quite complete. Six officers have been transferred from lower 
formations. Certain officers who used to be vdth the commands have been 
brought up to Army Headquarters and are now located there but tliere is 
no extra expense on their account. On the •whole wliereas the Junes Com- 
miltee recommended a total of 133 officers, we liave now 158 officers. 

Chairman. — ^How many officers Avere there at tlie time of the Innes 
recommendations ? 

3[r. Brayne. — There Averc 146 i^ermanent officers. 

Chairman. — The thirteen additions are due mostlj^ to mechanisation ? 

Mr. Btayne. — ^Yes. Of course as regards the cost, the position is this : 
The Innes Committee recommended savings of Rs. 1,96,000 on officers. The 
actual reductions brought in Rs'. 1>09,000. The Heseltine report Avhich. 
folloAvcd on the Innes Committee recommended a reduction in clerical 
establishment to the extent of 2.64 lakhs, so that including officers and the 
clerical establishment, the total reduction OAight to be Rs. 4.60,000. The 
actual reduction of officers gh'es Rs. 1,09,000 and the proposed reorganisa- 
tion of the clerical establishment Avnll yield over 4 lakhs ultimately so that 
the tAvo combined should xiltimately yield rather more than AAdiat the Innes 
Committee recommended. 

Chav, 'man. — ^You realise now bigger economies than the Innes Com- 
mittee recommended. But there is still a chance of further economy. You 
have not completed the Innes Committee recommendation as far as the 
personnel is concerned. 

Mr. Brayne. — So far as officers arc concerned, orders have been passed 
on all except the two cases Avhich are still under consideration. 

Chairman. — So there is no probability of a further reduction. 

Mr. Brayne. — ^Xo. Of course some recommendations in respect of 
clerical establishment can only be carried out gradually. Perhaps the Com- 
mittee Avould like to knoAv one of the main recommendations that has been 
made and accepted and Avhich has given well over 1-J lakhs in saving : 
there used to be about 35 of what are knoAAui as technical clerks Avith 
technical knoAvledge dealing mainly A\'ith ordnance questions. These clerks 
Avere very expensiA'e. They A\'ere brought from the arsenals at an aA’^erage 
cost of Rs. 500 or Rs. 600 a clerk. As a rc.sult of the special officer’s recom- 
mendations, 30 out of the 35 clerks have been remoA’^ed and replaced by 
routine clerics. That is one of the big economies. 30 soldier teelinical 
clerks have now been replaced by Indian clerks. 

848. Mr. Boy. — Do you feel any difficultj' in the Army Council OAving 
to the absence of a civilian Member ? 

Ah'. Brayne. — I do not think I haA'e anj'- difficulty. Tile Army Secre- 
tary is also a civilian member of the Militai-y Council. 

Mr. Boy. — ^Don’t you think a little more ciAulian element in the Army 
Council Avould strengthen your position I 

Mr. Brayne. — I don’t think so. 
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Mr, Brayne : I liave to inform tke committee that Avkat 1 said about 
reductions at Army Headquarters is merely my oavu estimate of tke imsition. 

I have not been able in tke time available to get it accepted by tke Army 
Department. 

Chairman : TJic point Avill be taken up next year witk tkis report. 

84d. Chairman : Koa\-, Sir Frctlcrie wkat is your general opinion as 
regards tke position of Axmy audit and accounts, wketker you are satisfied 
witk tke Avay in Avkick your recommendations in pasd years kave been acted 
upon and wketker you see signs of improvement V 

Sir Frederic Ganntlett : That is dealt wiik very largely in paragraph 
75 wkick comes right at tke end. I already told tke comnnttee in another 
connection that I Avas satisfied Avitk tke Army wkick Avas making a genuine 
attemijt to deal Avitk tke recommendations of tke Public Accounts Committee 
reinforcing tke recommendations of tke committee Avkick examined tke Avork 
in detail. Tke recommendations of these tAvo committees really constitute 
a A'cry poAverful lev'er in my oiiinion. 

Chuinnan : You arc satisfied AA'itk tke Avay in wkick tke comiuenls 
AAdiick you call attention to have been folloAved up 1 

Sir Frederic GaunllcH : Entirely. 

8d5. Mr. Dan : Last year tke oilier coumiitteo attacked in tke form 
of an anuexuro tke points raised by tke J’ublic Accounts Committee and 
tke steps taken. Of course some of it occurs in the Army auditor’s report. 

Sir Frederic Gamileil : As a matter of fact every single point in 
Appendices A and B are dealt AA'itk in detail in tkis report. If you read 
paragraph 4 and ouAvards, you Avill find tke Avkole of tke first meeting was 
taken up in dealing AAdtk every item in Aiipendices A and B in detail. 

846. Chairman : ‘NVkat do you regard as tke more important recom- 
mendations in these proceedings 2 

Sir Frederic Ganntlett ; You ask me, Sir, AA'ketker I Avould call atten- 
tion to AA'kat T regard as the more important recommendations in these pro- 
ceedings. Tke first one is iiaragraiili 6 Avkick lias already been dealt Avitk. 
Next is paragraph 25 Avkick is covered by tke preliminary statement of 
Mr. Brayne Avith regard to financial control under the stabilised budget. 
Tke third point which is of importance from tke point of vieAV of improving 
tke existing accounts is contained in jiaragrapk 29. I am sure tkis com- 
mittee Avill endorse the desire that tke calculation of true cost of maintenance 
of fighting units should be brought out as accurately as possible. 

Mr. Brayne : I think tke difficulty is only in the ease of British units. 
The Indian units are fairly accurate, but in the case of British units, 
expenses, such as capitation rates, are not included in the calculation of 
c'o^. 

Sir Frederic Ganntlett : Again tke recommendation towai’ds tke 
improvement of trading accounts and tke results of those accounts ‘will 
be found in paragrajik 31. Tlie detailed recommendations there folloAV 
very largely the general lines Avkicli you, yourself, suggested. Of course, 
they do not corner everything you said, but they are independent attempts 
in tke same direction. 

Chairman : I am sure, aa'c should, in future, like to see some sort of 
report of that kind and there may be quite useful lessons to be learnt 
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from the Army experience in runnijig undertakings of this kind Avhieh 
might be taken advantage of by the civil side. 

Sir Frederic Gannilett : I am going to bring paragraidi 31 directly 
to the notice of the Director of Commercial Audit so that the two can work 
on the same lines and produce a report in future which AviU. give effect to 
both your suggestions — a report such as will be presented by a director of 
a company. 

Chairman : There is no reason why the annexe that I suggest should 
not have a balance sheet and a profit and loss account, a general report 
on all the Ai'my commercial undertakings. 

Mr. Barr 1 thinlc the Army commercial undertaldngs have certain 
essential differences from the civil commercial concerns. They are more 
essentially part of Army organisation. Tliej’ do not go in for profit and 
loss. Their main object is to show that tiiey Avork economically. 

Chairman : They come very near to certain civil commercial concerns. 


Mr. Barr : So far as Army commercial concerns are concerned, tlic 
OA'erhead charges Avill be much heavier tlum in ordinary cml conmiercial 
concerns. 


Chairman : On the other hand, talldng in a comparative Avay, if an 
Army is manufacturing rifles and Ave get tJie account Avhieh shows the 
cost at which rifles are turned out in one j’car as compared Avith the 
pre\dous year, then avc get a very valuable guide as to hoAV matters arc 
going on. It is not so much the profit they make as the cost of the article 
they produce. 


Mr. Barr : L ventured to offer my remarks as 1 underslood there Avas 
a proposal to have a combined annexurc containing Civil and Military 
Commercial concerns and I Avished to xjoint out that Ihere Avas an essential 
difference between the tAvo. Tliey might be kciit apart. 


Chairman : I am uAvarc of this difference. Tlie Civil statements may 
hoAvever be of lAse in considering the hlilitary Statements and -vice versa. 
What is wanted is a dynamic comparison — one year Avith another — ^not a 
static comparison. 


Mr. Barr : We should do something on the same lines as the Civil 
budget. 


Chairman : I agree that we .should do something on the same lines. 
We might call attention to the increased cost. The tendencies are similar 
to that which we are getting on the chdl side. 


84:7. Mr. Das : Can Mr. Barr give us infomnatiou about the repairs 
to “ Dufferin ” at Bombay and how they came to exceed the contract 1 

Sir Frederic Gaunlleit : it came ouf in the CiAul Appropriation 
Accounts and in the course of the examination of the witness of the Com- 
merce Department that Avhereas there Av-^as in the Commeree Dei)aiimcnt 
budget provision of Es. 1-J lakhs for the repair and also for fitting the 
“ Dufferin ” as a ciAol training ship, the actual cost, including flie money 
paid to the Army for the Dufferin and the cost of repairs came to Ks. 4. 
lakhs and the question arose as to Avho Avas resi)onsible for the audit of 
the expenditure incurred by the Superintendent of the Dockyard. I want 
to understand that the expenditure is in the civil budget and it is being 
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undertaken on behalf of^lie Commerce Department by the Marine Depart- 
ment and the expenditure passes from the Coutroller of Marine Accounts 
to the Accountant General, Bombay in whose books it is finally brought 
to account. Now, what would be the degree of audit exercised by the Con- 
troller of hlarine Accounts on expenditure such as that and what would 
be the demarcation of responsibility between the Controller of Marine 
Accounts and the Accountant General, Bombay, 

Colonel Ellis : The Controller of klarine Accounts, Bombay is responsi- 
ble for the correctness of the account. 

Sir Frederic Gaunilcit : Would the Controller of Marine Accounts 
be supplied with the appropriation for a particular work ? 

Colonel Ellis : Yes. He certainly should be supplied with informa- 
tion as to the appropriation. 

Sir Frederic Qaunflett : Is he responsible for audit against detailed 
estimates and the audit against the civil appropriation ? 

Colonel Ellis : Yes. 

Sir Frederic Gaunfleft : Have j'^ou put forward the view that the Con- 
troller of Marine Accounts was primarily responsible the moment that 
expenditure was incurred without estimates and in excess of appropriation ? 
Through what channel should he have reported that and to whom ? 

Colonel Ellis : His first action should be to bring the matter to the 
notice of the head of the Doeljj^ard ; he should then see that the Civil 
Department was informed. He should send warning of the extra cost 
and see that the necessary funds were allotted. 

Sir Frederic Gauntlelt : As I see the position, the A. G., Bombay 
must of course exercise control against appropriation but he can only do 
that after the expenditure is passed to him through the exchange aceoxmt, 
which involves delay. The question which arises in this Committee is as to 
whether there Avas no preliminary obligation on the Controller of Marine 
Accounts to take action outside the ordinary routine of the exchange 
account . 

Mr. Barr : If information of expenditure is not sent to him, he is not 
responsible. It seems to mo that the responsibility must go back to some 
extent to steps taken by the Commerce Department. 

Colonel Ellis : If the knowledge was placed before him the Control- 
ler of Marine Accounts is responsible for audit action. 

Sir Frederic Gauntlelt ; My general impression after the discussion 
is that I should investigate in conjunction wdth Mr. Barr and Colonel Ellis 
what is the exact procedure in a case like this for passing on information 
to the people who have to undertake preliminary accounting and audit. 
It is just possible that whereas the Controller of Marine Accounts may have 
been informed, Mr. Barr, the auditor, may not have been informed. I 
would like to investigate the machinery further. I shall take this up quite 
independently of the Committee. 

Chairman : We shall have to refer to it in our Report. We had the 
case brought to our notice. We can say we await the result of the Auditor 
General’s examination. The real thing is that when one department 
employs another to do Avork for it, there ought to be a proper business 
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arrangement made jnal ns you would nuike an arrangement wilh the eon- 
traclor who undertakes some Avork for yon. Tlie question of Avhat proce- 
dure should he folloAved should be settled at the time Avhen the contract 
is placed. 

Sir Frederic Gawiilett : As against that is the obvious attitude of the 
Superintendent of the Dockjmrd “ T have got to put thi.s boat right and 
I shall go ahead with the Avork quite regardless of the raonej- that is 
required or the money placed at my disposal.” 

Chairman : It is for the Department on Avhose behalf Avork is done 
to watch him and see how he is getting on. 

Sir Frederic Gauidieit : There is one more point. There is no indica- 
tion that this matler was ever brought to the notice of the Finance Depart- 
ment ; it is a question AA’hether other Departments should not bring to the 
notice of the Finance Department important irregularities Avhich come to 
their notice. 

Mr. Sanjiva Bow : The matter A\’as brought to the notice of the Finance 
Department. It is explained in the Memorandum fuimished by Mr. Lindsay. 

chairman ; We Avill see that the thing is tlioroughly looked into noAV 
and draAV Avhat lessons we can from it. 

84P. Sir Frederic Gannflelt ; The next paragraph I have noted on is 
paragraph 52, in order to draAV attention to action which Avns being taken. 

Maiilvi Mohammad YaJnih : IlaA’e these orders been droAvn up since 
this rejmrt was made ? 

Mr, Brnyne ; Apparentlj^hoy liaA^e noAv been drafted. Mr. Tottenham 
says he has been in consultalion Avith the Government Solicitor. 

Sir Frederic Gavnileli : My nexl ]>aragi*nph is pai'agraph 5G. This 
question Avas dealt Avith this morning. 

Chairman : T do not knoAV Avhelher the Commillce Avant to ]mrsue 
that. They AA^ere satisfied Avitli the statement made this morning about Avar 
claims generally. 

849. Mr. Dan : The information giA'en abouf Aden is .some relief to 
us. May T haA’^e a little further explanation about the last paragraph ? 

Mr. Bnrdon : I ex]Alained this morning the position regarding war 
clainis. The claims and counterclaims in respect of Aden charges prior 
to 1st April 1927 hoAm been mei-ged in the general settlement of war claims 
between His Maje.sty’s Government and tlie GnATrnment of India. 

Sir Frederic Gaiinflcfi : The next paragraph is paragraph 59. 

Chairman : We Iioat dealt witli that. 

850. Sir Frederic Gaunilcii : The next paragraph is paragraiih 60. 
The point at issue is Avhether there should be a separate budget for the 
factory and a separate account of the factory in AAdiich payments .made by 
the Army could appear as receipts of the factory. I think, that is an 
important question of budgeting arrangement and the opinion of the Com- 
mittee is expressed in the last tiA'^e lines. 

Chairman ; Tliere is one sentence here Avhich I think reads rather 
curiously ; “ Tlie other P. S. Os. liaA^e no interest in the matter, apart from 
the general interest of each and all in .securing the economical administra- 
tion of the military serAuces, ’ ’ 
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' Mr. Brayne. — Tlie other P. S. Os. lake an extreme!}' live interest 
in the matter. 

Sir Frideric Gaimtleit. — It wonlcl have read better if it had stated 
“ The other P. S. Os. have the interest in the economical administration 
of the military services and therefore the lioint is still of importance ”. 

Mr. Brayne. — I have had the matter under consideration for some 
t-wo months now ; I have had several discussions on the matter with the 
authorities concerned. 

851. Sir Frederic Gawitletf. — The next important paragraph is 
paragraph 63, which has already been dealt with by Mr. Brayne. The 
next paragraph which is of importance from the audit point of vieAV is 
paragraph 65. 

Mr. Brayne. — ^Perhaps this was not made clear to the Ai’iny Accounts 
Committee. In tliis matter it is only the cmlian clerical establishment 
whose pay is under Ps. 200 that is affected. 

Sir Frederic Gauntlett. — The perfectly general case was also referred 
to. In fact I was dealing with a ease only yesterday and it to my mind 
clearly indicated the desirability of rather firmer control. In fact I 
have supported you in saying that this ease must go to the Seeretai-y 
of State. 

Mr. Neogy. — Do .you take medical opinion in these matters ? 

Mr. Brayne. — ^Yes. The cases are dealt with b.y Medical Boards. 
If there is a difference of opinion between the Finance authorities and 
the decision of the Medical Board, it is referred to the Director of Medical 
Ser\dces. 

Sir Frederic Gauntlett. — There was a case that came up in these 
papers. PiA'e or six years after a man left the Army, he dies in a village, 
and the local chaulcidar reports that death was due to cough and fever. 
Is it tuberculosis or is it anything chronic in the lungs ? Somebody 
has got to decide whether lie is entitled to pension. If cough and fever 
in a village supported by no medical opinion at all is held to be strict 
proof that he died from war conditions, then it is a little difficult to 
enforce the regulations. That is the practical difficulty in the matter. 

Mr. Neogy. — ^AYliat is the amount involved in these claims ? 

Mr. Brayne. — Possibly Ks. 8 a month for the widow and Es. 2 each 
for the children. 

Mr. Neogy. — ^What is the total annual charge for all such cases ? • 

Mr. Brayne. — It is very difficult to say. 

Mr. Burdon. — I am not sure that it is separately classified. 

Chairman. — Steps are being taken now. 

y 

852. Sir Frederic Gauntlett. — The next paragraph is 69. It is a 
matter which is always with us. I merely called attention to the 
recommendations in the last five lines of the 1st sub-paragraph and 2nd 
sub-paragraph. The Engineer-in-Chief quoted the case of an officer "who 
had bx’ought down the percentage of objections to nil. 
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Mi\ Brayne. — Colonel Ellis did tlie same when iie was Command 
Controller by personally taking an. interest in the matter. 

Clioirman. — ^^Vill yon see, Mr. Brayne, that this is taken np ? 

Mr. Brayne. — Yes, Sir. 

Bir Frederic Gaiintleif. — Then 3 will refer to the proceedings of 
the sixth meeting where the Committee formulated its general conclusions 
and I thinlv every word there deserves study. 

853. Chairman. — The first question is as regards the lump cut in 
the total estimate. What do you say to carrying the cuts down to 
individual heads ? 

Mr. Brayne. — 'Wq are doing that, Sir. In the year 1928-29 the 
lump cut was only 34 whereas something like 50 lakhs were distributed 
over various heads. In 1929-30 our estimate was very much closer and 
so we did not have so many lump cuts. 

854. Mr. Das. — You say you are stabilising, your budget. Your 
Army Headquarters cost you 2 erores and 2 lakhs.* Now you have 
increased your statf by seven officers for mechanisation. Do you not 
think that the cost of your Army Headquarters is increasing ? 

i¥?’. Brayne. — Taking the clerical establishment and the officers’ 
establishment together I think there is a reduction. 

855. Chairman. — Paragraph 74. The important recommendatioa 
is about the appointment of a whole-time expert to control and watch 
the progress of expenditure and to devote unceasing attention to the 
improvement of methods of budgeting and expenditure control. 

Mr. Brayne. — Perhaps the Committee did not quite appreciate the 
fact that I have had a Budget Officer practically full-time since 1925, 
but he is a Deputy Financial Adviser and so far he is on a three years’ 
tenure. But he is practically full-time. I give liim certain additional 
duties which do nof take up mucli of his time. 

Mr. Neogy. — Perhaps stress is laid on the word “ expert ”. 

Mr. Brayne. — The first officer appointed Budget Officer in 1925 was 
of the same class as the present Budget Officer in tlie Finance Department. 

Chairman. — ^Are you satisfied that the wmi‘k is being done 
satisfactorily ? 

3£r. Brayne. — We are getting much better control of it now. I 
admit that in the past, chiefly because of the change from one system 
of accounts to another, it has been difficult to keep a scientific record 
from j'-ear to year, but now’’ we have .started keeping for each head of 
appropriation a separate record showing the variations from year to 
year and month to month and quarter to quarter, and the causes of 
these variations. So that now^ there will be much more accurate account- 
ing than in the past. 

Chairman. — ^Have you got anything to say about that, Mr. Burdon ? 

Mr. Burdon. — ^IVhat the Committee had in mind is the same thing 
as I am advocating on the civil side. What wms meant by the wmrd 
“ expert ” is a specialist -^vlio will be continuously employed on this 
particular work. 
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856. Mr. Das . — There is a small pomt I should like to refer to arising 
out of paragraph 54 at page 76 in connection Avith paragraph 51 {a) of 
the Auditor-General’s letter and paragraph 2 of the Report of the Home 
Auditor on the Secretary of State's Accounts. It seems that during the 
passage Indian officers Avere alloAA’ed to draAA’- alloAA'anees Avhieh only 
Britisli regiments are alloAA’ed and the Home Auditor has commented 
that this ought not to Inwe been done. Tlie Connnittee thought it 
desirable that the Avhole matter should be examined by a financial officer 
in consultation A\dth the Auditor-Genei’al “ the result being commiAni- 
cated to the Home Auditor if this is found to be necessary ”. T suggest 
that it should be communicated to this Committee also, because it is an 
instance of the Lee concessions going out by the back-door. 

Chairman . — We aauII see that it is communicated to this Committee. 
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